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THE ARTIFICIAL REGULATION OF WAGES IN 
AUSTRALIA. 


THE Legislature of Victoria, in the year 1894, added to an 
Amending Factories and Shops Act machinery for creating Wages 
Boards, with power to prescribe minimum wages in certain sweated 
trades in which women and children were largely employed. 

On this modest foundation Australian Parliaments have 
rapidly built a complex system of industrial regulation which was 


undreamed of a quarter of a century ago. Courts and tribunals 
now prescribe minimum wages for nearly all trades and occupa- 
tions. They issue elaborate schedules controlling the working 
hours, meal hours, rates of overtime pay, and holiday concessions 
of workmen. They regulate the employment of juvenile labour, 
and prescribe the number of apprentices that can be engaged in 
different industries, and the terms of apprenticeship. In some 
instances they have regulated the quantity of work to be done by 
a workman in his daily shift. Where piecework is in force, the 
rates to be paid have been fixed. The right of the employer to 
select his own workmen has to a limited extent been controlled 
by orders giving preference to Unionists. 

An interesting award was recently made covering the occupa- 
tions of employees in flour and other grain mills. This award 
prescribes that all employees shall be engaged on a weekly basis ; 
that a week’s notice of termination of service shall be given on 
both sides ; that certain holidays shall be observed, and that work 
done on those holidays shall be paid for at double rates ; that not 

1 Paper read before Section F of the British Association, Sydney, 1914. The 


writer of this paper is the author of the Industrial Arbitration Act, 1912 (Beeby’s 
Act), under which the New South Wales system is now worked. 
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more than one youth or apprentice shall be employed in propor- 
tion to four adults. The term and amount of wages payable dur- 
ing apprenticeship are prescribed ; meal hours are fixed ; employees 
on the afternoon and night shifts are allowed 5 per cent. more 
than on the ordinary day shift ; the day for payment of wages is 
prescribed ; the schedule of wages fixes different minimum rates 
for shift” millers, roller men, purifiers, topmen, smutter men, 
sweepers, truckers, storemen, engine drivers, millwrights and 
others. These wages range from £2 8s. a week up to £3 10s. per 
week. Wages in some cases are fixed according to the number 
of pounds of flour made per hour. A miller, for instance, where 
the output is 3,000 lbs. per hour, gets £3 per week; where it 
exceeds 5,000 per hour, £3 10s. per week. A purifier, on an out- 
put of 4,000 lbs. per hour, gets £2 8s. per week; on 6,000 lbs. 
per hour, £3 12s. 6d. per week. An engine driver, where the 
cylinder on his engine is less than 12 inches in diameter, gets 
£2 17s. per week ; where it is more than 12 inches, £3 per week. 

This award is typical of many others, and is quoted as an 
illustration of the detailed control of industry which has arisen 
under the Court’s power to deal with all matters that may be the 
subject of industrial dispute. 

The popular conception is that our Courts and Boards exist 
only to prescribe minimum wages and maximum hours for 
various industries. It is important to remember that this 
original conception of their functions has been long departed from. 
The attempt to regulate strikes and to substitute judicial awards 
for voluntary agreements, with the necessary conferring of wide 
arbitral powers on industrial tribunals, has entirely altered the 
original scheme. In States where Wages Boards are constituted 
only to prevent sweating, the Boards keep awards within well- 
defined limits, but where the duty of the tribunals is to make an 
award in settlement or in prevention of a strike, Courts have not 
been able to place any limit on matters which may be regulated. 
A dispute, for instance, arose in one case as to the number of 
bricks a hod-carrier should carry. The matter was one which 
probably would have led to a strike. The Court, therefore, fixed 
the number of bricks to be carried and the distance. A quarrel 
arose in a brickyard as to the distance a labourer wheeling bricks 
from a patent brick-kiln should cover. The Court directed that 
an extra labourer should be engaged if a certain distance was ex- 
ceeded. Gas-stokers were in serious dispute as to the number of 
retorts each man should attend to during a shift ; the Court ulti- 
mately fixed the number. 
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This wide exercise of powers is perfectly logical and inevit- 
able where the industrial award is offered to the wage-earner as 
a substitute for the right to strike. He contends that any matter 
which may be the subject of a strike should be the subject of an 
award, and although the Courts have repeatedly announced that 
they are disinclined to impose regulations interfering with the 
ordinary business management of enterprises, the tendency has 
been to steadily increase the ground covered by awards until 
matters of minutest detail have been dealt with. 

In following the heroic efforts of Industrial Courts to exercise 
these important and far-reaching functions, one is impressed with 
their bewildered search for guiding principles. Judges have at 
different times urged that Parliament should give some indication 
of the manner in which the wide powers conferred upon them 
should be exercised. 

The first President of the New South Wales Court, the late 
Mr. Justice Cohen, evolved a formula which he attempted to 
apply to all cases dealt with by him. The minimum wage, he 
decided, should be based upon the earning capacity of an average 
workman in the particular industry concerned, but he was unable 
at any time to work on any fixed principles as to the various other 
matters that were involved in industrial disputes. He contented 
himself by dealing with each case according to its circumstances 
and, as far as possible, avoiding interference with business 
management in matters of detail. 

The present President of the Court, Mr. Justice Heydon, has 
in many interesting judgments referred to the Court’s difficulty in 
finding some guiding principle. He, however, has laid down one 
rule, that in every industry coming under the Court’s review a 
man is entitled to at least a living wage. Later on, he decided 
that a living wage was one which would meet the bare needs of a 
man, his wife, and a family of two dependent children. As far 
as hours of employment are concerned, the same Judge has indi- 
cated that the normal working day for an Australian workman 
is eight hours, and that unless it is shown that the eight-hour 
day is impracticable, it should be prescribed in a given occupa- 
tion. But when it comes to the many other matters that are 
the subject of industrial dispute, his Honour has not been able to 
lay down any defined rule beyond urging again and again that 
Courts should not interfere with the detail management of busi- 
nesses. In spite of this, the tendency has been for the regulation 
of details steadily to increase, and each year industrial regulation 
has become more complex and inelastic. 
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There are now sufficient data available to justify a critical 
analysis of these social experiments, but before setting out on this 
task it is necessary briefly to survey the field of operation. 

It must first of all be remembered that our Industrial Courts 
have been dealing ever since their inception with a “rising” 
market. Australia’s greatest period of material progress has 
been synchronous with its era of industrial experiment. With the 
exception of one or two spasmodic and localised relapses, there 
have been no years of depression. The demand for workmen has 
generally exceeded the supply. Our proportion of “unemploy- 
ables ” is smaller than in any country in the world. Much of the 
general advance in wages and of the general improvement in in- 
dustrial conditions would have taken place if there had been no 
Arbitration Courts. This continued prosperity has affected the 
attitude of employers. They have not combined to any serious 
extent to resist encroachments. A large proportion of the added 
labour cost has been passed on to the consumer. A stevedore 
paying wharf labourers 1s. 3d. per hour for handling cargo has 
only to increase slightly his charge per ton to the shipowner in 
yielding to an award which fixes 1s. 9d. as the hourly rate. Up 
to the present, employers’ profits have not been perceptibly cur- 
tailed by Industrial Awards. The real test of the system will 
come when the employer can no longer “pass on” the added labour 
cost, and must face reduced profits, or when there is a fall in the 
world’s prices for our raw products, or when through financial 
depression enterprise slackens and surplus labour is again on our 
market. 

The Australian temperament, created by climatic conditions 
and the huge spaces available for men of nomadic instincts, must 
also be borne in mind. The Australian workman is free from the 
restraining influences of tradition; he is not touched with the 
fatalistic submission of old-world industrialism. He has the 
widest educational opportunities. He has developed an independ- 
ence and a resourcefulness which may, under wise control, be our 
greatest national asset, but which, without ideals, may become 
our greatest source of danger. 

I have, during the last fifteen years, had unusual opportunities 
of following the experiments that have been made, and now, as 
a non-combatant in the political world, propose briefly to sum- 
marise the conclusions I have come to as to the results of our 
attempts to regulate wages and industrial conditions artificially. 
I do not use the word “artificial” in its ordinary sense. I do 
not subscribe to the idea, which is even yet accepted in many 
circles, that there is a fixed economic science, and that there are 
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fixed and inevitable economic laws. The whole social structure 
is, after all, artificial. It is a device created by man’s intelli- 
gence, in man’s pursuit of happiness, a development of the old 
tribal rules of conduct. I use the term “artificial” only in defer- 
ence to the popular conception that the laws of supply and demand 
are immutable, and any interference with them is misguided, 
artificial. 

The advantages derived from our system can be thus stated :— 

The reproach of sweated industries has been removed from 
Australasia. | With slight exception, women and children who 
work in occupations which lend themselves to oppression and 
misery are, compared with those in “free” countries, guaranteed 
decent factory conditions, reasonable hours of labour, and mini- 
mum wages. Child labour is strictly controlled and supervised, 
and, in factories particularly, the tendency is to reduce still 
further the working hours of women and juveniles. 

The unskilled worker, the product of modern industrial 
methods, is protected from over-competition for employment. 
Much of his improved condition is attributable to scarcity of 
labour, but the incentive to organisation, the power to drive a 
collective bargain, originated with the earlier awards, which gave 
him a status previously unknown. 

The constant open inquiry into wages and working conditions 
of employees has been of great educational value, and has led to 
more sympathetic consideration by the public of the workers’ 
agitation for a higher standard of comfort and to a wider public 
interest in economic problems. No political party, for instance, 
now ever disputes that industrial regulation of some kind, in- 
cluding the fixing of minimum wages, is necessary and advisable. 
Parties may differ as to the extent of such regulation and the 
nature of the machinery for effecting it, but no serious voice is 
ever heard against the wisdom of interfering with freedom of 
contract in maintaining a reasonable standard of comfort for wage- 
earners. 

Its effect on strikes has been beneficial in one direction and 
evil in another. The duration and intensity of serious disturb- 
ances have been lessened ; but, by facilitating the organisation of 
workmen in many occupations not previously unionised, industrial 
arbitration has largely increased the number of strikes. Work- 
men strike for smaller things, and often without serious provoca- 
tion. But the compulsory and conciliatory machinery has gener- 
ally shortened the contest and kept some check on sympathetic 
outbreaks. 

As against these advantages, any honest observer is bound to 
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admit that in some directions the effect of the system is disquiet- 
ing, and that ultimately it will be necessary to place limitations 
on the powers of industrial tribunals in certain directions. 

The most important point for inquiry is, what has been the 
effect on efficiency and national character? 

I have been forced to the conclusion that our experiments 
have not,added to efficiency, but have had a contrary effect, mainly 
owing to fixing of standard wages instead of minima, and to the 
failure of our Courts to popularise payment by results with 
reasonable safeguards against sweating or undue “speeding up.” 
The minimum wage fixed generally becomes the standard. In 
all skilled trades a small proportion of workmen may get rates 
above the minimum, but the bulk of them, and in unskilled trades 
practically all of them, work on minimum rates. The Unions 
have successfully resisted piecework, except in one or two occupa- 
tions. The result is that incentive to effort is removed. The 
workman has a feeling of security which does not exist in un- 
regulated communities. He knows that there is no surplus 
labour, and that a reasonable wage is guaranteed. His incentive 
to acquire greater efficiency is thus gone, and generally the ten- 
dency has been to slow down. There are no reliable figures avail- 
able on this point. Generally the mechanic has maintained his 
old standard, but in a few cases he clearly is giving a smaller 
result. So far as the unskilled labourer is concerned, he clearly 
is not giving the same average result as a few years ago. It must 
not be forgotten, however, that the scarcity of labour has been 
responsible for a good deal of this. In all communities, one of 
the incentives to effort is the fear of unemployment, but that fear 
has not existed in Australia for many years past. The only effect 
that arbitration laws have had on this question has been, by the 
standardising of wages, to destroy elasticity above a living 
minimum. 

Our system of industrial regulation has had one definitely dan- 
gerous result. It has hampered, and is to-day seriously restrict- 
ing, the production of new mechanics. The Unions succeeded 
first of all in obtaining restrictions of the numbers of boys who 
could be apprenticed to different trades. This alone would not 
have been serious if efforts had been made to persuade employers 
to undertake the training of the full numbers permitted by awards. 
But wages of apprentices have been forced up to a high level, and 
in many ways the control of the apprentice has been interfered 
with. The Australian boy, at his best, does not take kindly to 
apprenticeship. He has unusual opportunities for earning money 
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without binding himself for a term. There are many occupations 
in which lads of from eighteen to twenty-one can readily earn 
from 35s. to 40s. a week. Employers have been doing well, and 
have not worried much about the future. The result is that since 
arbitration was inaugurated there has, in proportion to the in- 
crease in production, been a distinct falling away in apprentice- 
ship, and employers look to immigration to keep up the supply of 
skilled artisans. One of the most urgent needs of Australia is 
direct legislative action, to remedy the bad effects which our 
arbitration system has had on this question of boy labour. 

Compulsory military service will in time do good work by 
making lads more amenable to discipline, but the immediate need 
is for a readjustment of awards and of the apprenticeship laws 
on @ basis which makes unapprenticed labour less profitable and 
more restricted in occupations calling for any skill. 

The supposed compensation to the community for our elaborate 
system of regulation is immunity from industrial warfare. But 
this compensation has not been paid. It is true, I think, that 
the arbitral and conciliatory machinery provided has been valuable 
in settling strikes after they have actually commenced, but in this 
State particularly it must be admitted that little regard is paid to 
the statutory prohibition of strikes. No Government has ever yet 
attempted to enforce the law strictly, and the general public looks 
on the strike penalties with good-natured contempt. At the back 
of the public mind the idea still lurks that no law can make men 
work once they become involved in dispute over real or imaginary 
grievances, and that the limit of Governmental power is to pro- 
vide methods of conciliation. A large section of workers have 
honestly accepted arbitration as a substitute for the right to 
strike, but even with this admission the most enthusiastic 
apologist must acknowledge that the effort to prohibit strikes by 
law has failed. 

The conviction is growing, even in industrial circles, that we 
have nearly reached the limit of artificial regulation of wages, and 
that with the increased cost of commodities, traceable to higher 
wages, we are moving in a vicious circle. The worker begins to 
realise that while minimum wages and conditions are necessary 
and useful up to a point, they react and hamper enterprise when 
they go beyond that point by preventing men with limited capital 
from entering the field. It is common even now to hear Trade 
Unionists asserting that it is not another sovereign they want so 
much as an increase in the purchasing power of the sovereigns 
they possess. 














328 THE ECONOMIC JOURNAL [sEPT. 1915 


There are signs in other directions of change in public opinion. 
If I might venture into the realms of prophecy, I think that the 
day is not far distant when we shall abandon our present elaborate 
system of compulsorily legalised contracts and substitute in its 
place four enactments :— 

(a) The appointment of a Board of Trade to prescribe a 

national minimum wage from time to time; 

(b) The fixing of a universal Eight Hour day, with certain 

recognised exceptions ; 

(c) The creation of a system for the apprenticeship and indus- 

trial education of boy labour ; 

(d) A special Act relating to the hours of labour and minimum 

wages of females. 

Subject to these regulations, which will amount to the pre- 
scribing of a universal bare living standard, below which there 
will be no competition for employment, I believe the old economic 
forces will again come into play, and that education, with the 
maintenance of easily accessible tribunals for arbitration, will lead 
to industrial peace far more rapidly than the compulsory laws 
with which we have been experimenting. 

There are many who regarded our system of industrial regula- 
tion as the beginning of the new era in which the problem of the 
equitable distribution of wealth was to be solved, but who have 
been disillusioned by the results of the experiment. I remember 
a very keen American economist, who was making inquiries in 
Australia a few years ago, stating his impressions of the result 
of the New Zealand legislation. He remarked that the workers 
in that State had lost their ideals. Each of them had secured a 
“full platter,” and in contemplating its ingredients had lost sight 
of other things. I am not endorsing this pessimistic view of the 
position. There is much that is good in our system—there is 
some evil, and much that is still doubtful. 

I am more inclined to the hopeful view that before long we 
shall begin “sifting,” and while maintaining the fixed principle 
that every worthy citizen is entitled to a standard of comfort, 
measured by the communities’ total wealth production, will allow 
fuller play to those individual qualities which make for higher 
efficiency, thoroughness, and a fuller sense of collective responsi- 
bility. 

Gero. S. BEEBY 














INDUSTRIAL ARBITRATION IN NEW SOUTH WALES’ 


By the Industrial Arbitration Act, 1901 (Mr. Wise’s Act), 
this State first adopted the system of providing a Court to deal 
especially with industrial matters and with agreements collec- 
tively made, to make awards fixing a minimum wage and 
regulating some of the conditions of employment in certain 
industries, and to enforce those awards. The Act was very 
popular in the sense that there was soon a very great number 
of suitors bringing their claims before the Court. The Court 
rapidly became congested and unable to deal with all the business 
sought to be brought before it. 

Apart from congestion, another defect soon became manifest 
to the eyes of the Labour Party, in this, that the Industrial Court 
was treated by the Supreme Court as an inferior Court whose 
jurisdiction could be inquired into, and to which, to prevent 
improper encroachment upon or usurpation of powers not com- 
mitted to it, the common law writ of Prohibition could be 
directed. 

Thus it was held by the High Court of Australia that the 
term “Industrial matter” did not extend to all matters that 
indirectly affected or related to an industry. The control or 
regulation of an employer’s business after the hours at which 
the employees have left the place of employment for the day, 
as by making him close his shop to the public, was not an 
industrial matter within the meaning of the Act, and did not 
become so by being treated as such in an agreement made 
between a Union of Employers and a Union of Employees for 
the purpose of settling industrial disputes. The Court of Arbitra- 
tion, therefore, had no jurisdiction to make an award to enforce 
an agreement dealing with such a matter, and it was within 
the power of the Supreme Court to prohibit the Court of Arbitra- 
tion (Clancy’s case, 1 C.L.R. 82). 

To allay the discontent created both by the congestion of the 


1 Read before Section F of the British Association, Sydney, 1914, 
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Court and by what was thought by Labour bodies to be a wanton 
cutting down of the Court’s powers, the Industrial Disputes Act, 
1908 (Mr. Wade’s Act), was passed ; it remedied the congestion 
by providing for the rapid creation of Boards, from time to time, 
as the need for a Board might be felt, to deal with each separate 
industry or part of an industry in such area as the Court might 
determine. 

Further, a provision in the Act laid down that “any decision 
of the Industrial Court, or of a Judge purporting to act as the 
Industrial Court, shall be final, and shall not be removable to 
any other Court by certiorari or otherwise, and no award, order, 
or proceeding of the Court shall be vitiated by reason only of 
an informality or want of form or be liable to be challenged, 
appealed against, reviewed, quashed, or called in question by 
any Court of Judicature on any account whatsoever, and the 
validity of any decision shall not be challenged by prohibition 
or otherwise” (Sec. 52, Act No. 3, 1908), and in point of fact, 
so far as I know, there never was any prohibition issued from 
the Supreme to the Industrial Court under the Wade Act, nor 
was there any appeal ever entertained from the Industrial to 
the Supreme Court. But since the Beeby Act, in which the 
corresponding section (58) is differently expressed, came into 
force, two rules nisi for Prohibition have been granted by the 
Supreme Court to the Court of Industrial Arbitration, though 
they were never made absolute. 

It is my view that the Wade Act introduced a larger measure 
of Industrial Socialism than the Parliament which passed it 
realised at the time; indeed, I think there are few people who 
realise now what tremendous changes in the industrial structure 
of society are capable of being achieved, and are in part now 
going on, under this and similar Acts. When I say this I am 
far from asserting that the Act failed of effect; it was eminently 
successful in allaying discontent and congestion, but it intro- 
duced, or enabled the introduction of, a system of more complete 
regulation by the State, in the interests of the State, of private 
enterprise, than we had been familiar with; it did this because 
the movement was afoot and had commenced under the Wise 
Act. In other words, the Wise Act introduced into our legis- 
lation the new principle, and the Wade Act installed the 
machinery. 

One of the earliest effects of the Wade Act was to cause an 
enormous spread of Unionism. Nothing in recent times has 
aided the increase of Unionism and the spreading of its prin- 
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ciples so rapidly as the Wade Act, unless it be other Acts of 
the same class. 

Unions which had, under the earliest Act, or in the first 
year or two of the Wade Act obtained an award operating 
throughout the Sydney district, found that on the confines of 
the district where their award operated there were people 
working different, often longer hours, and at different, often 
lower rates of pay ; and to protect their own interests and especi- 
ally the wages level that had been established by an award it 
was desirable to extend the system. Union after Union wanted 
a Country Board for its own industry, and Union after Union 
obtained a Country Board, or Boards, either for the whole State 
or for specified districts. In the result Unionism was carried into 
the country and established there in industries in which it had 
not previously had any great foothold. 

When the Wade Act had been in operation for a few years 
the Labour Party, having got into power and having certain 
objections to the Wade Act, more particularly to its punitive 
clauses, repealed it, and enacted the Industrial Arbitration Act, 
1912—Mr. Beeby’s Act. This is the Act under which the 
system is now being worked, and which may be described as 
practically a continuation with that of the Wade Act. The 
changes introduced were such as could all have been contained 
in a few amending sections. 

Under the first (Wise) Arbitration Act, it was the strong 
Unions, already existing, with well-filled member rolls, that 
made their appearance as claimants before the Court ; when that 
Act was replaced by the Wade Act those Unions were the first 
to obtain Boards; then smaller and less well-organised Unions 
obtained Boards for their industry upon application (some 
sprang into existence for that purpose) and these smaller Unions 
and larger ones, too, that had not before been strong in the 
country, thus entered country parts, or improved their foothold 
there, obtained an award and proceeded to build themselves upon 
it; that is to say, a Union at first had to be strong to get an 
award; but later, awards were obtainable by weak Unions as 
well as strong ones; and a Union having got an award became 
able by its organiser to go round to employees in the industry 
concerned and say: “Look here! See what we have obtained 
for you; here are hours beyond which you cannot be worked 
without receiving overtime pay; here are wages below which 
your employers can never depress you,” and so on—pointing out 
to those they canvass that it would be selfish and mean to remain 
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outside the Union or abstain from contributing to the funds of 
the Union which has obtained these benefits for them. 

The Industrial Board as it exists to-day is a kind of minor 
Court with very important powers; its procedure is judicial, its 
awards legislative, that is to say, the award of a Board along with 
Sections 49 and 50 of the present Act, which provide for the 
recovery of wages at the full awarded rate (where anyone em- 
ploys persons below the award rates) and impose penalties for 
breaches of the award, becomes a piece of legislation governing 
the industry for which it is made. 

It is a common mistake on the part of the public and of the 
Press to describe these Boards as Wages Boards; that is not 
the name the Act gives them; they are “Industrial Boards” or 
“Boards” simply, and only known as Wages Boards from habit 
and the language of the Press. They have various compre- 
hensive powers besides that of settling wages and prices for 
piece work; they can grant preference to Unionists in a limited 
form, fix the hours and time to be worked to entitle employees 
to the wages fixed, determine any industrial matter, fixing also 
the lowest rates for overtime, for Sunday, holiday, and other 
special work, rescind or vary their own award or those of previous 
Boards in the same industry or calling, and have extensive 
powers for obtaining and calling evidence, and in certain cases 
examining into the profits of employers.’ 

Under the present Act there are about twenty-six groups of 
Boards under so many separate chairmen, and each group con- 
tains a number of separate, distinct Boards; I have the honour, 
at present, to be Chairman of what is called the Building Trades’ 
Group, which contains eleven separate Boards; nine of these 
are of the original creation under the present Act and have 
jurisdiction for the State (except Broken Hill), though their 
scope has been altered somewhat from time to time. Each deals, 
speaking broadly, with a separate craft or calling, such as slaters, 
plumbers, carpenters and joiners, painters, bricklayers, plas- 
terers, etc. The other two Boards differ as to area and also as 
to the class of employee subject to the jurisdiction, and may be 
described shortly as the Sawmillers’ Metropolitan and Newcastle 
Board (No. 9) and the Sawmillers’ Country Board (No. 11). 

The other groups are some of greater and some of lesser size 
and importance; they deal with the iron trades, transport, food 
supplies and distribution, manufacturing, printing, etc. In all 


1 Per Heydon, J., inquiry re cost of living, and Piddington, Ind. Gazette, 
Nov, 1918, pp. 417, 420; Ind. Arb. Ref., 1914. 
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there are, I suppose, about 160 Boards (of the original creation 
there were 135). 

In 1912, when the new Act superseded the Industrial Dis- 
putes Act of 1908, an Industrial Gazette was issued containing 
all the awards then actually in force, and the number of these 
appears to have been 326, of which about 200 were principal 
awards." : 

The important questions are: Where is all this industrial 
legislation taking us? What are its tendencies, if any tendency 
is so far discoverable? and so forth. 

Over and above the increase of Unionism, which I have already 
noted, there are other tendencies observable. To get some idea 
of these it is necessary to understand some of the principal 
questions raised in the working of the industrial system. The most 
essential may be embraced under three headings :— 

I. Claims for preference to Unionists. 

II. The controversy as to whether the system should recognise 
the Industrial or the Craft Unions as the type most fitted to 
collective bargaining and Industrial Arbitration. 

III. Claims and arguments for and against flat rates of wages. 

I. With regard to preference, I may say at once that I am in 
favour of preference to Unionists, as a working principle likely 
to conduce to the success of the system. In my work with my 
Boards I recommend employers to grant it, and, if I can, I get 
them to do so in all suitable cases. Where the employers do 
not grant it I have often been compelled by the weight of 
evidence, or more often the lack of actual evidence in its favour, 
to vote against it. 

I look upon the question thus: Every man who works in a 
recognised calling where there is a controlling Union which has 
succeeded in obtaining certain conditions, and especially in 
establishing certain standard rates of pay, necessarily receives 
benefits from that Union and leaves himself free for a higher 
individual development in other directions by reason that he 
has not to be constantly and personally on the look-out and on 
the defensive to maintain his own rate of wage. Some of the 
arguments offered by employers against Unionism are necessarily 
arguments which, holding the view I have just indicated, I 
cannot but regard as unsound. 

I have by me a cablegram from London, cut from the 
Evening News (Sydney), reporting a meeting held in London 
on February 18th, 1914, which was a meeting of employers, said 

1 N.S.W. Industrial Gazette, July, 1912, pp. 1041-47. 
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to represent all the great industries, at which a resolution was 
agreed to, requesting the Government “in view of the growing 
menace to personal freedom and industrial peace” to hold an 
inquiry into the effects of the Trades Disputes Act. 

We will leave on one side for the present the menace to 
industrial peace; I will deal with the other part of the reason, 
viz., the grave menace to personal freedom. In some shape or 
form this is the constant objection of employers and the reason 
most usually offered by them for repelling claims for preference 
to Unionists. A great number pin their faith to this as their 
justest objection. But is not the personal freedom of the man 
who becomes a Unionist or receives the advantages of Unionism 
greater than that of a non-Unionist, in the same sense in which 
the personal freedom of a citizen of a civilised State is greater 
than the personal freedom of a savage? This may lead in the 
direction of Socialism—I am not afraid of that. At one time, 
if I thought it necessary to range myself either as a Socialist 
or an Individualist, I called myself an Individualist ; nowadays 
I do not think so much along those lines of antithesis, but believe 
that a more complete organisation of the social body may go 
step for step with a higher and completer individualism. 

For these reasons I see no harm, in a general way, in any 
movement towards compulsory Unionism, and certainly the mild 
form in which alone preference can be granted in New South 
Wales is such as to mitigate any personal hardship in the present 
transition stage. 

I must not be taken as suggesting, however, that there are 
not good arguments in particular cases against preference to 
Unionists; it may be that there is a minority of Unionists in 
the industry in question, and the Union should be left to organise 
further before its dominance, which would be that of a minority, 
is imposed on the majority. I have voted against Preference 
because, although there were many Unionists, they were split 
up in several bodies. I have voted against Preference because 
there were a number of girls and boys in the industry who, under 
the constitution of the Union, each had the same vote as an 
adult person. I can understand that Preference might be refused 
for misconduct on the part of the Union or cancelled for the 
same reason. Preference, I hold, ought not to be granted to 
Unions with undesirable and anti-social rules. Such Unions 
should not, in my view, be granted registration or status in the 
scheme. But I take the view that Unionism and Preference to 
Unionists are good things, and in so far as they have been 
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encouraged or established by the present legislation, that is an 
advance on the former condition of lesser strength and lesser 
recognition. The chief value to any Union of such degree of 
Preference, as can be obtained in New South Wales, lies in the 
fact of fuller recognition and its use for further organising. To 
the individual Unionist it has only a slight personal value: if 
all workers became Unionists this would disappear. 

II. Turning now to the question of the principle on which the 
jurisdiction of Boards is granted and defined, or that of Courts 
exercised, there has been a great deal of argument and great 
diversity of opinion, and the present scheme of Boards, when it 
was reformed under the Beeby Act, represented an approxima- 
tion to what is known as the Craft system.! 

Applied to the Jurisdictions of Boards the Craft system is 
that system which would create Boards to deal with employment 
according to the crafts or callings followed by employees. In 
such a system all carpenters would be under a Carpenters’ Board, 
all plumbers under a Plumbers’ Board, all painters under a 
Painters’ Board, all engineers under an Engineers’ Board, and 
so on. And in the corresponding system of Unionism, all car- 
penters would be in the Carpenters’ Union, and so on. 

The system which challenges and rivals the craft system 
in its suitability for providing a principle on which jurisdiction 
may be marked out or Unionism developed, may be called the 
Industrial or Enterprise system. In this system the carpenters 
would not be all under the same Board, but those carpenters 
who are employed by building contractors would be under one 
Board, those who were permanently attached to another busi- 
ness, as that of a steam joinery mills, under a second Board, and 
those odd men here and there who are required in each of the 
well-defined industries, large works, or factories, would probably 
be placed under the Board dealing with that particular industry 
or enterprise. 

The difference that this system would make in the constitu- 
tion of Boards would be most notable perhaps in the case of 
engine drivers: the engine drivers in freezing works would be 
under a Board controlling all employees of refrigerating works ; 
the engine drivers in soap and candle works would be under a 
Board governing that class of factory; those in a saw-mill under 
the Sawmillers’ Board, in mines under a Mining Board, and 
so on. 

My view is that the industrial system for defining jurisdic- 


1 See V.S.W. Judicial Gazette, Aug. 1912, p. 1051. 
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tions or at any rate for furnishing a basis for the scope of awards 
is more natural to present-day conditions, more up-to-date, 
reasonable, and competent than the craft system. The craft 
system is antiquated and may be harassing in a variety of cases; 
but here again I would not describe myself as a partisan of either 
system as a system. Neither alone is capable of thorough 
application to existing conditions. Under the Wade Act the 
specific industries or callings for which Boards might be con- 
stituted were scheduled in a list full of logical cross-division ; 
and it was impossible to follow out completely one plan or 
another, and that difficulty is not remedied, though the schedule 
is different in the present Act. The matter does not stand by 
itself. It is not simply a question whether the Legislature should 
classify the employees to be dealt with on craft lines or industrial 
lines, or whether the Court have a predilection for constitutions on 
craft lines or on industrial lines in furtherance of the legislative 
intention. The Legislature and Court alike have to take hold of an 
existing industrial world, which is not systematic, and apply the 
machinery of the Act to that. In the present day, after long 
industrial development, we find the trades and industries them- 
selves are differently organised. The carpenters, coopers, stone- 
masons, and many others are craftsmen of long standing, they 
work with old-fashioned hand tools, and they bring some tradi- 
tions from days before the modern industrial system was 
developed. They have their own craft Unions, and the con- 
tinued existence of these is a good and necessary thing. But 
under modern conditions other and younger Unions have grown 
up having less relation to the past and whose bond of union is 
the industry in which their members find themselves; such are 
the Gas Employees’ Union, the Tramway Employees’ Union, 
the Sawmill and Timberyards Employees’ Association (in part), 
and a good many more. Such Unions have many matters in 
debate from time to time with well-established craft Unions. 

This subject is full of debate and difficulty; if the single 
enterprise employs a great many varieties of workmen belonging 
to different Unions, each of which Unions has an Appropriate 
Board and Award, the employer in that enterprise must attend 
each of those Boards and, instead of getting any period at all 
of industrial peace or rest from argument, may have to go on 
constantly from Board to Board seeing first that his interests 
are not overlooked by this Board and then by that. 

On the other hand, if the organisation of Unions is by the 
craft or calling of its members, while the awards are for indus- 
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tries, the Union Secretaries can never reach a state of settled 
condition for their members, but must go round from Industrial 
Board to Board to watch the interests of those craftsmen who 
work in the industry for which a Board has been created. 

It is very curious that, so far, in the crafts versus industries’ 
argument employers and employed alike have been affected 
mainly by considerations -of business convenience of the kind 
just mentioned to such an extent that considerations of the 
moment appear to dwarf those of material and more permanent 
interests. 

Really, the main considerations are, I venture to think, of 
infinitely greater importance in character than those which have 
been uppermost so far; the real test, I would suggest, for deter- 
mining whether the craft system or an industrial system of 
jurisdiction should be favoured lies in the answers to such ques- 
tions as: Whether the profits or earnings of an employer are 
relevant to the wages to be paid to his workmen or not? I think 
profits are relevant to the question what wages should be 
awarded for the reasons : 

(a) That wages and profits alike come out of the earnings 
or products of the business ; 

(b) that it is common experience that men are, in fact, some- 
what better paid when working for an employer having a profitable 
business than they are when working for an employer who is 
losing money, the occasional granting of bonuses to employees 
at the close of a good year being one instance of this; 

(c) that the acts of 1908, 1912, contemplate the lack of profits 
sufficient to pay the wages demanded, as a natural line of defence 
available to the employer, and make provision for the way in 
which that defence can be tested in cross-examination or by 
the examinations of employers’ books, so that the Legislature 
has shown it recognises the relevancy of profits ; and 

(d) that the experience which has led employers at times to 
ask their men to accept a percentage reduction of wages rather 
than close works, and men to agree thereto, is further proof. 

Now, if the profits or earnings of the business are economically 
relevant, it seems clear :— 

(1) That those workers who honestly think that the working 
man has not yet been able to secure his full share of the fruits 
of industry should favour organisation upon industrial lines and 
Boards or Courts endowed with jurisdiction on those lines, 
because, to such, an inquiry into profits being relevant is also 
possible and equitable. Yet the greater number of important 
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Unions in 1912 favoured the craft system, for they were craft 
Unions ; while the employers endeavoured to secure Boards on 
industrial lines as far as possible, for that seemed more convenient. 
(2) That employers, of the conservative type, who resisted 
craft Unionism adopted a tactically wrong plan.’ For craft 
Unionism and craft Boards lead to the same rate of wages to 
the same craftsmen in whatever business they are engaged. Thus 
an engine driver in a profitable mine and one in an unprofitable 
factory whose conditions are settled for them by the same craft 
Board are likely, in the same district at any rate, to be awarded 
the same wage. And if an engine driver must have the same wage 
or the same minimum wage (which, as I shall presently show, is 
coming to mean nearly the same thing) in whatever industry he 
happens for the time to be engaged, then that minimum, if profits 
are directly considered in fixing it, should be fixed upon the least 
profitable of the industries which the State should encourage, 
which is hard upon the engineer in a more profitable industry. 
When I say that profits are relevant to wages I use “relevant” 
in its strict sense and mean only that the profitableness or 
otherwise of a business is a fact to which weight should be 
given. 
I believe that this consideration alone indicates a superior 
applicability of the industries’ system over the craft system. 
But, further, a system built upon industrial lines will allow 
for change and development along the lines upon which modern 
industry itself develops; while a system of craft organisation 
will tend to impede any such development. Thus, if new 
machines are introduced into an industry governed’ by an indus- 
trial award the men who are put on those machines will soon 
have a wage allotted to them adjusted to the skill, arduousness, 
hours, conditions of exposure, or otherwise involved in the 
working of those machines. In the like manner, if by machinery 
or otherwise (as by improved subdivision of labour) the operation 
of making an article, for which the services of a skilled crafts- 
man were formerly needed, has been subdivided into a set of 
factory operations, the factory hands can readily be given a 
place in the industrial system commensurate with their merits 
or with the requirements of the case. But the skilled craftsman 
is an opponent to change of this type; he does not want to see 
machines displace his craftsmanship nor subdivision of labour, 
coping with large demand, turn parts of his art into factory 


1 “The employer invariably, as is expected, supporting the Industrial Union,” 
per Scholes, J., re Constitution of Boards—11 Ind. Arb. Rep., 72. 
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operations. The stonemasons originally resisted stone-planing 
machines, and would not have men who used them in their 
Union. The like happened with joiners and wood-working 
machines, and the like with the coopers. Stonemasons in New 
South Wales have to some extent changed their mind, and the 
Sawmill and Timberyard Employees’ Association, a Union of 
more modern type, is opening its arms to varieties of wood- 
workers and has embraced the wood-machinist whom the 
carpenters and coopers alike ignored. 

If craft unionism were unduly encouraged by the creation 
of craft jurisdiction wherever possible, I am afraid we should 
be embracing a scheme which, if it became permanent, would 
tend to kill change, and stereotype our present professional and 
industrial system. Whatever might be the requirements of the 
future it would still be necessary that men should be trained 
to be lawyers, doctors, dentists, tailors, carpenters, etc. I can 
see no reason why we should be committed to such a habit. But 
conservatism should welcome the craft system. 

Nevertheless, craft Unionism is a thing that cannot and 
should not be displaced or regarded as effete. It must have a 
permanent place in the industrial system. The compromise 
suggested by Section 26 of the Act was developed by Mr. Pidding- 
ton, whose recommendation was that it should be in the power 
of certain Courts or Boards to issue Enterprise Awards in which 
craft rates and conditions awarded by the craft Boards should 
be introduced but qualified by the conditions necessary to fit the 
craft into the industry. 

Such a compromise is probably of the right kind, recog- 
nising the craftsman’s skill and the force and ability of his 
Union to obtain appropriate and distinctive rights for him as a 
skilled worker, but adapting these in certain respects to suit the 
requirements of the enterprise or industry in which he may be 
engaged. The future must, therefore, I think, be occupied not 
with attempting to promote the industries or the craft system, 
the one to the exclusion of the other, but with finding such a 
true adjustment between the two systems as will be in its nature 
apt to allow readily the natural future development of industries. 

From what I have said it will be gathered that the indus- 
tries’ system would favour Syndicalist action, while the craft 
system would afford a check upon Syndicalism, and the more 
highly skilled crafts could be played off against the less skilled. 
In fact, did we not know that the interests of the craft Unions 


had been recently advanced by the Labour Party we might, by 
AA 2 








340 THE ECONOMIC JOURNAL [sEPT. 


merely deductive reasoning, have concluded that it must have 
been introduced by enemies of labour in order to contrive that 
employers’ profits could not be a relevant subject of inquiry 
before Industrial Boards, and to allow, in the event of industrial 
strife, of the playing off of skilled classes of workmen against 
the unskilled and to promote conservatism. 

III. Let me now turn to the subject of wages. 

The term “flat rate” as applied to wages may be used with 
reference to the area which the rate is intended to cover or with 
reference both to the area and to the persons intended to be covered. 
The Craft Union wants all its journeymen to have the same 
rate; the Industrial Union does not want all its members to 
have the same rate, but wants its members doing like work to 
have the same rates; both classes of Union usually want the 
area of the award to be as large as possible. I will illustrate 
this : a Union, such as the Sawmills and Timberyards Employees’ 
Association, does not ask for equal rates of pay right through the 
sawmill and yard, but wants the sawyers, machinists, wood- 
turners, and others graded upwards from the less skilled labourer, 
according to the skill, risk, and importance, etc., of their work. 
In the case of such a Union a minimum for each rank or grade 
of employee is claimed and usually provided for in the award, 
and when award rates are fixed the Union would prefer them 
to apply throughout the State. If the Jurisdiction which made 
the award were a Federal one then the ideal flat rate would be 
one prevailing throughout the Commonwealth ; but here the force 
of circumstances breaks down the flat rate, and when the New 
South Wales Sawmills and Timberyards Employees’ Association 
was acting with the Federated Sawmills, etc., Employees of 
Australasia in an effort to obtain a Commonwealth award, it 
was part of the claim that an additional 15 per cent. for the 
employees in Western Australia should be prescribed, additional, 
that is, to the rates otherwise applied for, on account of the extra 
cost of living at that time in Western Australia, vide Federated 
Sawmills, etc., Employees v. J. Moore and Sons, 8 C.L.R. 465. 

Assuming now that Unions are good things and that all men 
are going to be driven into Unions, every one of which will have 
its appropriate award regulating wages for its members, what 
should those wages be? The power of the Boards is to fix a 
minimum rate of wage below which a man shall not be employed 
in an industry (subject to special provisions made by the Act 
for aged, slow, and infirm workers), and the principle on which 
the Commonwealth Court (which has no Boards) acts is the 
same. The cry of many Unions is that the minimum fixed in 
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the awards tends to become the maximum. This is not quite 
true; but in cases where the minimum does not become the 
standard wage it is very often because the minimum was origin- 
ally fixed very low, as a strict minimum, merely to protect 
against sweating; and in the recent rising market employers 
have not felt that minimum to be a burden or coercion upon 
them, and are giving higher wages than the award requires. Such 
was the state of affairs recently with respect to the builders’ 
labourers in Sydney under the fermer State award. The Union 
was unable in that case to declare that the minimum had become 
the maximum ; its complaint was that the minimum was largely 
inoperative, and except in the case of the least skilled (pick and 
shovel and general hands—also the most numerous) this had 
some foundation, and the like might be said for a recent tile- 
layers’ award. 

Though the statement that the minimum tends to become 
the maximum is misleading and inaccurate, I think there is a 
truth intended to be expressed by it, viz., that where a minimum 
which is a high or even a fair rate of wage has been settled by 
a Board, employers will not willingly go above it; indeed, many 
employers regard awards as good and useful to them in this 
respect, that they are relieved of responsibility in fixing the 
wages to be paid; this is especially so in awards of the industrial 
type where a large number of hands are provided for, performing 
work of different degrees of skill, arduousness, and responsibility. 
A man who gets a shilling per day more than men in Class A 
and sixpence per day less than those in Class B considers, let 
us suppose, that he is insufficiently paid, and asks his employer 
for an increase—he says he is worth as much as Class B and 
should have an extra sixpence a day; his employer refuses this 
increase—he has the opinion of the Board behind him—he says, 
“You say you are worth as much as the man in Class B, but 
I say you are not, and the Board does not think so either ; look 
at the award; if I gave you sixpence a day more I would have 
to raise Class B and everyone else.” 

Therefore, when an award has given a high or even a fair 
wage men do not readily get above the wages awarded—in such 
cases the minimum, though it does not tend to become the 
maximum, becomes the standard wage above which only a few 
exceptional men, or men in an advantageous position, or those 
performing work in some unusual or difficult way are able 
to rise. 

The tendency, I believe, in New South Wales is more and 
more to prescribe as a minimum the wages which it is believed 
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should be the standard wage in the industry subject to the 
award, and rightly so, in my opinion. For a great number of 
awards which were originally fought out and debated at great 
length are now being renewed in differing terms and with in- 
creased wages by mutual agreement, and the tendency of these 
agreements, made by the parties themselves, is to fix on a 
standard wage. For if they are not to get the standard wage 
which they think can be obtained by them in bargaining, the 
employees will not agree, but will send the matter up to the 
Board; thus the mere liberty to make agreements is forcing 
the standard wage into the awards and setting a level 
higher than that required for the mere purpose of pre- 
venting sweating. The Board, in cases of agreement, falls 
into the position of a guardian of the public, and of 
points of jurisdiction, and beyond that merely an enacting 
force. Should the Board refuse to turn the agreement into an 
award there is nothing to stop the parties from filing it as an 
industrial agreement. 

Now a Craft Board often deals with men who might at first 
sight well be subdivided into at least two grades. Under a former 
Painters’ Award, operating in the County of Cumberland, there 
used to be two grades of painters recognised: one at 8s., and 
the other, the first-class men, at 10s. per day, but subsequently 
in this calling a flat rate was arrived at. Argument has been 
addressed to the Court on appeal some years ago in both the 
plumbers’ and the carpenters’ cases that two grades should be 
provided for. Employers say there are a great many carpenters 
who perform rough work requiring little skill and finish—for ex- 
ample, the nailing on of weather-boards or building of a shed— 
and for such they ought to be allowed to pay a distinctly lower 
wage than that which can be commanded by a good carpenter 
and joiner; master plumbers say the like, viz., there is a great 
deal of work in galvanised iron roofing and piping done by 
plumbers which is but little skilled, and that a good lead worker 
and sanitary hand is worth considerably more; in both these 
callings employers say they would willingly pay more to the 
first-class man provided they were allowed to employ the less 
competent—the men who can only be put on the rough work— 
at a lower wage, but the Unions contend that the pace at which 
such rough work can be done is the pace at which it has to be 
done—that the pace takes it out of the man and provides a claim 
for pay equal to that commanded by the skill of the better-class 
hand. Again, the better-class hand comes forward and says 
that the existence of a B grade man in his calling to whom a 
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lower wage than the standard may be paid is a constant menace 
to him—that when times are slack the employer will look for 
as many B grade men as possible, and use as few A grade men 
as possible, and that the existence of two grades is injurious 
within the ranks of the Union itself—that in bad times, if there 
are two grades, the A grade man will be tempted, for the sake 
of bread and butter for his wife and children, to class himself 
as B grade and get constant work at lower wages. 

All the best workers in the Craft Unions appear to favour a 
flat rate for all journeymen alike for reasons such as those just 
given. Again, the men who might be supposed to fall into the 
B grade want as high a minimum as possible, and they will not 
come forward and ask for a lower rate; and so such Unions ask 
as one man for a flat rate for carpenters and joiners, and for a 
flat rate for plumbers. 

So far these claims have been successful. And it should be 
recollected that in the past Unions such as these have recognised 
only one Union rate of wage in any locality, and have at times 
for considerable periods and areas been successful in maintaining 
a Union rate—the carpenters and joiners and the plumbers were 
both successful in securing a flat rate in these callings from the 
commencement of the system in New South Wales. 

When we come to the builders’ labourers the case is different, 
but even here the argument for a flat rate is very strong, and 
has succeeded in the Commonwealth Court. The different local 
tribunals (Wages Boards or Courts) of each of the States of New 
South Wales, South Australia, Victoria, and Tasmania have 
made awards for the callings comprised in the Builders’ 
Labourers’ Union which the Union claims are really one calling, 
and in no case had the Union succeeded in obtaining a flat rate 
in State awards; in each case there has been a classification of 
these workers and different rates of pay to each class, but no 
two States are completely in accord in their classifications. 

The success, then, of their claim before Higgins, J., in the 
Federal Court is very significant, as there are undoubtedly great 
differences of skill between different builders’ labourers; some 
are capable of doing all the varieties of the work; others are 
capable of some branches of the work only—one who is only cap- 
able of using the pick and shovel may be in the Union and thereby 
classed as a builders’ labourer, but such a man has not really 
the skill of a plasterers’ labourer nor the qualities required of a 
crane attendant, a gantry hand, or scaffold builder. The flat 
rate, if it is to be high enough to protect the more skilled man 
in his industrial position by giving him a wage comparable with 
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that of some of the skilled tradesmen, is too much for the pick 
and shovel man, and vice versd, unless a true flat rate of uni- 
versal application can be arrived at. I pressed a witness as to 
this point in the hearing of that cave, and he admitted—logically 
enough—that if the pick and shovel man should get the same 
wage as the man who mixed colours and prepared material for 
plastering, then the plasterers’ labourer should equally get as 
much as the painter—the painter as much as the plasterer, and 
so on; his belief was that that would be right. 

Now were the labour organisations parties to a crude Socialist 
scheme to get equal rates of pay for all men, the awarding of 
a flat rate for builders’ labourers might be regarded as a thin 
end of the wedge, beginning a system of a flat rate for all 
builders’ employees, whether exercising the skill of a particular 
craft or that of a labourer only. But there is certainly no 
general concerted movement towards that end among the labour 
bodies. The skilled craftsmen are jealous of their position and 
far from willing to be placed on the level that may be reached 
by less skilled and unskilled labour. 

I have not space here to follow out the argument whether 
the real or purchasing power of the wages now prevailing is as 
great as in 1885. 

I do not at all agree with the view which I think widely 
prevails among a large section of the general public that neces- 
sarily the whole or the major part of the increased cost of living, 
which we have complained of here in Sydney, can be put down 
to the action of the Wages Boards. I think the greater part has 
been due entirely to causes outside the influence of these 
Tribunals. But if wages have gone recently, under the action 
of Boards, above the level that they would have reached in free 
competition, and there is a very general belief that this is so 
(and I feel sure that it is so in some cases), serious questions 
arise as to how far the system can be continued without disaster. 

Some Boards and some Justices are more generous than 
others, and these declare a level of wages in a particular industry 
which becomes an instrument for all other labourers to argue 
upon, and has an undoubted tendency to lift the level of other 
wages. It is not necessary to attempt to prove that this cannot 
be done indefinitely. It must be a function of the Court of 
Appeal to co-ordinate the work of the Boards and to regulate 
them ; if the Boards make mistakes and fix minimum wages too 
high the appeal is to the Court—in the New South Wales system 
this heavy responsibility has been placed almost altogether upon 
the patient shoulders of a single indefatigable Judge—and the 
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Court has power to reduce any minimum wages that may have 
been unduly increased as well as to level up any that have been 
left too low. It may be taken for granted that no Court will 
ever enjoy reducing wages, or wish to depress them, and that the 
Boards will, as a rule, be ready to fix rates at least as high as 
they ought. 

The true function of an Appeal Court, in its control of the 
system as it is in New South Wales, must therefore be somewhat 
repressive. But even when the knife of the Appeal Court has 
trimmed away any undue liberality of any particular Board and 
co-ordinated the awards with the standard wages that can be 
obtained in industrial agreements the system of wages prescribed 
by the, whole set of Wages Boards and sustained by the authority 
of the Act is likely to press closely upon the limits of what is 
economically possible. 

Now let us suppose a period of falling prices to occur after 
such wages have been definitely fixed at the standard possible 
in good times—the only movement can be downwards. And let 
us assume the law is strong enough to maintain the system. It 
is natural to suppose that employers would then require to make 
use of all available arguments to reduce wages to a level that 
would make it possible for their businesses to be successfully 
carried on. The pressure of such a time would drive them to 
put to the Board what the returns of the business are and how 
much of those returns the charges on capital and management 
consume and how much is consumed in wages. Boards at such 
a time will tend to become judges on behalf of the State as to 
how much it is necessary to leave as a net return after pay- 
ment of wages to induce and stimulate employers to carry on 
their businesses. 

Here the probability of a step towards the most closely 
regulated industrial system becomes very obvious. A _ step 
leading to wholesale increases of our present measures of State 
Socialism, but having the very great advantage of doing so 
without causing everyone to become a direct employee of the 
State. 

In my view the upward movement of wages pressing upon 
what is economically possible tends to this result without any 
industrial depression. 

With regard to the effects of recent rises in wages on the 
employers’ assets, this does not seem to have been injurious— 
there has been, during the past few years in the State, a general 
well-being among the employing classes quite as much as among 
the working classes, and it is a little difficult to point out, or 
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even to ascertain, exactly how the working of the industrial 
scheme has affected them. 

Latterly, however, a number of builders and contractors in 
a small way of business have assigned the introduction of higher 
wages by new awards after the acceptance of their tender as a 
cause of failure. I have no doubt serious hardship is often caused 
in this way. 

The indications seem to point to the system being non- 
injurious to employers and property owners as a body; I am 
certain, however, that in individual cases awards may press 
hardly upon the employer, and I think, generally speaking, that 
the large business with an up-to-date management and a very 
competent sub-division of labour is far more likely to be able 
to meet the increases of wages awarded without being hampered 
in its operations than is a small and less methodical employer. 
I feel quite sure that for some such reason the general tendency 
of the system is to assist in the process of squeezing out the 
small employer and throwing business into the hands of large 
companies, combines, associations, and the like, though this 
tendency has not been felt so fully at present as would be the 


case in less prosperous times. 
F. A. A. RUSSELL 


Sydney, August, 1914. 
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THE AUSTRALIAN DEMOCRACY AND ITS ECONOMIC 
PROBLEMS.' 


I po not intend in this paper to attempt a scientific exposition 
of the economic problems which the Australian democracy 
has to face, but to give something rather different. I want 
rather to trace the mental attitude with which democracy has 
approached them. I wish to delineate the clash between its 
political aspirations and the hard facts of economic life. I will 
not attempt any judgment upon the results of the process. I will 
simply endeavour to place the main issues before you. Without 
holding @ brief for the Australian policy, I will put its claims as 
high as I can. 

Australia has been referred to as a laboratory of social experi- 
ment. But it has never been this consciously. Australian 
democracy has never recognised a science which has formulated 
exact laws dealing with human wealth and welfare, and which 
limits the divine right of the democracy to achieve its will. It 
has never consulted professors of economics as to the possible 
result of its decrees, nor, when it has passed laws, has it carefully 
investigated and tabulated the results so as to guide future action. 
The democratic leaders have listened with impatience to the chorus 
of non possumus which came from the lips of the economists and 
have disregarded it. Such an attitude would not meet the 
approval of a scientific stranger, but even those who are most 
shocked will admit that the result may be of interest. When 
the normal conditions of social life are disturbed we gain a far 
more intimate knowledge of realities than when the conditions 
are at rest. ‘There has been a perfect luxury of economic thought 
in European countries in the last century, but little ameliorating 
result. The bias of the economist has been to deprecate action. 
Whether this has been due to true science or academic timidity I 
will not undertake to say. But the Australian democrat has not 
been a man of thought ; he has been a man of instinct and activity, 


’ Read before Section F of the British Association, Sydney, August, 1914. 
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and he has not been afraid to experiment. It is this bold experi- 
mentalism which gives value to the Australian development. 

The early settler came to Australia dissatisfied with the 
society he had left. He hoped to build better and free himself 
from the monstrous evils of the Old World. He had the naive 
theory that every social wrong has a remedy if it be sought for 
earnestly. . But he soon saw that the economic forces in his new 
environment would produce, if unchecked, the undesirable results 
he had hoped to avoid. He was disturbed. He felt that a social 
organism should be able to eliminate from its system the toxins 
which impair its health. He looked round for the most obvious 
means to perform the function of elimination, and found it, as he 
thought, in the authority of the State. This attempt to check 
the undesirable results of the operation of pure economic or in- 
dividualistic forces by the authority of the State is the keynote 
of Australian politics. The Australian politician was influenced 
by the idea that somehow or other political power could be used 
as an alternative or substitute for the forces which naturally 
create our economic conditions. In every phase of Australian 
political history we see the manifestations of this idea. Some 
naive and crude, some elaborate, shrewd, and effective. If we 
realise this, much that is obscure will be made plain. 

The wise friend of Australia will not claim too much of 
definite result for this attempt. Nothing, indeed, has been more 
baffling and exasperating than the way in which the social re- 
former has been led on from point to point ever deeper into the 
heart of things in order to achieve his aims. There has been a 
distressing continuity about the movement. One step has led 
to another with inexorable certainty until we find ourselves face 
to face with ultimate social problems. We tackle one problem. 
But there seems some law of correlation at work. For our 
action has only raised a score of new and more difficult problems, 
each of which requires some action for its solution. To some 
considerable extent this is a vindication of the older economists. 
They claimed that the order of Society was something sacred which 
could not be changed, and would have its revenge if the attempt 
were made. We in Australia have found out how difficult it is 
to make a change. 

Nevertheless, this is not a condemnation of that attempt. It 
is perhaps its highest justification. Unless we believe that this 
is the best of all possible worlds, we must make some attempt to 
remedy social evils. We can only do so by breaking, perhaps 
violently, the closed circle of the economic order. Even the 
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roughest handling may be beneficial. The problems which arise 
from such a breach will do us good. The very effort which we 
must make to solve them will be of value. The difficulty is that 
no one individual can afford to make this breach in the existing 
order; the risk and responsibility are too great. It is only a 
powerful organisation like the democratic State which can dare 
to do it—can reap the experience which comes from such a 
breach. The justification of the Australian policy may therefore 
be, not that State interference has solved problems, but that it 
has raised them. It has assisted democracy to challenge the 
old order with some hope of success. 

This is, I think, a sufficient answer to those who are still 
filled up with moral arguments against State activity. One of 
the greatest of all illusions is that the old economic order 
encourages individual initiative and strengthens character. The 
normal economic order is governed by the law of least action. 
A man’s activity is proportioned to the hope he has of controlling 
his environment. In the chaotic organisation of economic life 
this is for ever impossible to the average man, but if as a citizen 
he shares in the control of an organisation which assists him to 
mould his environment, he is encouraged to activity rather than 
depressed. I claim that State activity is a stimulus to individual 
activity, because it assists in securing the result of that activity. 
It keeps a fairer balance of power, and may prevent the power 
of one class from depressing the activity of others. I suggest 
this idea for the consideration of those who invented the ex- 
pressive phrase, the Servile state. If it be true, as I believe 
most firmly it is, that in the last resort social evils can only be 
remedied by a moral advance in the individual, in a better citizen- 
ship and higher activity, it is also true that this moral advance 
can be promoted rather than hindered by the action of the State. 

The Australian movement may be conveniently divided into 
three definite phases. These are :— 

(1) The phase in which the State takes over sections of 
economic or industrial activity, and assumes full control and full 
responsibility for the results. This is the phase of Nationalisa- 
tion. 

(2) The phase in which the State interferes only in certain 
specific matters to secure certain desirable results, but accepts no 
responsibility for the working of the industry. 

(3) The phase in which the State definitely attempts to regu- 
late the distribution of the proceeds of industry. 

These three phases have a definite relation one to another. 
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Historically the one follows the other. This historic progress 
had a deeper foundation. One phase followed the other because 
of the inadequacy of the results of the former. Each represents 
an increase in elaboration and complexity. 

(1) The problems connected with nationalisation in Australia 
do not differ essentially from the problems which have attended it 
in other places, and we need not delay long over it. We cannot 
say that the old warnings against State Socialism have been 
negatived, yet no one after an investigation of Australian ex- 
perience would allege the old grounds for or against it. There 
have been some conspicuous failures which suggest that national- 
isation raises some special difficulties, but, on the other hand, 
there have been achievements which suggest that there may be 
especial advantages attaching to it. It is characteristic of 
Australian democracy, however, that no systematic attempt has 
been made to weigh these advantages and disadvantages to utilise 
the strength and eliminate the specific weaknesses of the system. 
Australia goes gaily into the most complicated industrial policy 
without in any way securing an organisation fitted to the work 
which it has to do. A dogmatic condemnation of all State action 
would be unscientific, and quite unjustified by Australian experi- 
ence. What we do require is some systematic critique of State 
action formulating exactly the type of work to which State 
organisation is suited, and the conditions under which it is likely 
to succeed. Only in this way can the preconceived prejudices and 
illusions which surround the subject be avoided. If this were 
done we might hear less of the moral argument against State 
activity. I have never been able to understand why a well- 
organised and controlled State service should not be a credit to 
a people. I would indeed go further, and say that the success 
of State co-operation is proportionate to the quality of the citizen- 
ship of a community. Where such schemes fail they indicate 
a lack of citizenship. 

Australian experience is most valuable on questions of organ- 
isation, particularly on the relation of nationalised industry to 
political authority. Every grade of control from a purely minis- 
terial connection to completely independent authorities exist. 
From a close study of these definite conclusions might be arrived 
at. One problem which Australia has failed to solve is the ques- 
tion of civil service organisation. Political influence has been 
eliminated (a great gain), but only with loss of efficiency and 
some rigidity. 

In the details, also, we find that many of the objections which 
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are stated in a. general form to State schemes are based on local 
or temporary reasons or arise from Social considerations. For 
instance, the tendency in the State service to pay unnecessarily 
high wages does not exist in Australia. As democracy realises 
itself, the pressure of the State service on the politician de- 
creases. It is resented by the Electorate. Wages are slightly 
lower in State services,.men being willing to accept the lower 
wages owing to greater security of State emplovment. Again, 
in Australia State work is not necessarily more expensive than 
private work. In many cases, particularly big railway and other 
constructional works, it is less expensive. The law seems to be 
that when works are so large and continuous that a department 
has to be organised, and that department has time to gain ex- 
perience, it will do the work much cheaper. State work is 
nearly always better in quality than private work. Lastly, up- 
to-date methods, machinery, and experimental work are just as 
frequent under State as under private control. I have heard a 
head teacher of a Melbourne public school complain that the 
State department could afford to experiment. He could not. 
The same probably applies to equipment. The law seems to be 
that a community which is open to change will have a civil 
service which is amenable to change. But a community which 
is bound by convention and hates change will have a service 
which is impervious to change. Culture and education in the 
service will have no influence as against the social spirit of a 
community. Still, it may be asked whether Nationalisation has 
cured the conditions against which it was invoked. Has it 
relieved economic pressure or readjusted the power of the various 
classes of the community on a more equitable basis? We must 
admit that from this point of view Nationalisation has achieved 
singularly little—so little that social reformers and Socialists 
have ceased to be keenly interested. The bogey of a wholesale 
collectivism is the most unsubstantial of shadows. The State 
works on capitalistic lines. It conducts industries on similar 
lines to individualist industry. Its employees are wage slaves 
just as much, and no more, than those of private employers. 
Nevertheless, I think this criticism may be due to impatience, for 
it neglects some signal advantages which come from the control 
of public utilities. We do not realise this, because we cannot 
imagine what Australia would be without its State railways and 
other enterprise. I think the use has been that in the centre 
of a world of competition in which so many factors are struggling 
for supremacy one area is reserved and kept free—kept under 
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control by a disinterested authority. In a régime of competition 
there is an atmosphere of contingency and uncertainty which 
leads to waste and checks activity. The State may be slow and 
inefficient, but it is certain, and an area of certainty is an advan- 
tage in a world of contingency. The sequel of competition is 
the attempt to escape in the direction of monopoly, and Australia 
is a community which offers peculiar advantages to the mono- 
polist. It has been of peculiar service that certain of our public 
utilities have always been kept open to all on even terms. Yet 
even to the labour leader the idea of a universal collectivism does 
not become more attractive on better acquaintance. It is 
realised that the schematic character of State organisation is 
hostile to the instinctive and spontaneous interplay of attraction 
and activity by which human needs are adjusted, and that a 
complete absorption of all by the State would paralyse the normal 
human processes. 

(2) It is not at all likely that in Australia more than a few 
great utilities will be worked by the State. The achievements 
of Nationalisation are not sufficiently dramatic to satisfy a 
dominant democracy, and it looks round for some other means of 
achieving its ends. This time it seeks to achieve direct results 
without taking the complete responsibility for the industry or 
undertaking. It seeks only to regulate particular phases of the 
economic mechanism, so as to secure the results it wants. Ex- 
perience teaches us that there are certain strategic points in the 
industrial system which give to the occupier very great advan- 
tages and enable him to influence the course of the rest of the 
system. If they are occupied by individuals with ‘a desire to 
make profits, they can be turned against the community. Such 
points may be occupied by the State, or the State may regulate 
the actions of those who occupy them. There are certain phases 
of the system in which a number of factors have to co-operate. 
There may be a lack of certainty, a difficulty in securing agree- 
ment between a number of individuals. ‘These defects necessi- 
tate elaborate precautionary provisions at great expense. The 
State may step in, cut the Gordian knot, and provide what is 
desirable. The classic instance of this is the Torrens system 
of land transfer. Title to land is notoriously uncertain. 
Security for the dealer in land can only be secured by the most 
elaborate investigation at great expense. Even in this case 
there are doubts which impair the value of property. Under the 
Torrens system the State comes in, and once and for all it in- 
vestigates the title. If it approves it guarantees the title to all 
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the world. The effects of such a simple operation are immense. 
Land has become a liquid asset, and the poorest man can afford 
to buy a home. 

It is not possible to discuss the very numerous phases of the 
exercise of this regulating power. But we may instance weights 
and measures, food standards, supply of light and power, and 
savings banks. ; 

It cannot be denied that this type of effort by the State has 
been effective. The administration has not caused any difficulty. 
Perhaps this is because Australians are more tolerant of the 
inspector or official than Englishmen seem to be. Neither has 
the attempt to regulate caused dislocation. Other parts of the 
system have readjusted themselves without loss. 

The possibility of development along these lines is enormous, 
but unfortunately the Australian democracy has not elected to 
exploit all the possibilities latent in this phase of social effort. 
The results of the policy of regulation, though profoundly 
important, have not a sufficiently definite connection with the 
questions in which modern democracy is most interested. It is a 
law of political development that effort is concentrated on the 
most controversial questions. 

(3) Interest now centres in the question of distribution. For 
the last twenty years the chief interest of Australian development 
has been centred in the various atempts to regulate wages. In 
their origin, indeed, the two chief types of wage-fixing agencies 
were developments of the regulative function of the State and 
not attempts at the redistribution of wealth. The Wages 
Board system was an attempt to eliminate sweating. The con- 
ciliation and arbitration system was an attempt through a judicial 
authority to secure industrial peace by fixing a mean between 
the demands of the workers and the offers of the masters. Both 
have been used, however, to raise wages, and it is in this aspect 
that they will have to be judged. I do not intend to go into the 
technicalities of the various processes and the various interesting 
questions which arise with reference to these. J wish as shortly 
as possible to raise the issues which are involved in the question 
as to whether the various attempts to redistribute have been 
successful. 

I myself firmly believe that the artificial attempts to raise 
wages in Australia have been successful up to a point. I do 
not intend to go into figures here. They can be investigated by 
anyone who is interested. The Bulletins of the Commonwealth 
statistical bureaux contain all the figures that are available. In 
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the interpretation of these a stranger has to remember one or 
two things. The Social legislation of which we are speaking was 
commenced about 1897, and was in thorough working order about 
1905, at which date it had been applied to a very large proportion 
of industries. The seasons were bad between 1895 and 1902, 
and good between 1902 and 1911 with one exception (1908). 
Prices, after rising very slowly up to 1907 and 1908, rose less 
slowly up to 1912, when they rose very rapidly, partly owing to 
a bad season, partly owing to the shortage in capital all over the 
world, partly owing to a boom in immigration. It is fair to take 
the period between 1901 and 1911, with, of course, the qualifica- 
tion that it was a period of accumulating prosperity. The 
statistics show that in these years nominal wages advanced 18 
per cent. and prices 13} per cent., leaving a gain to real wages of 
34 per cent. Even the sudden rise in 1912 only just equalised 
the wage-earners’ advantage. In this period the fact that wages 
have increased to a greater extent than prices is unique. The 
period in question witnessed a rise in prices all over the world, 
and in Australia it has been less than in most other countries. 
Nowhere else has the advantage of prosperity or the burden of 
prices been shared between classes to anything like the same 
extent. 

I would not, of course, regard these figures as conclusive. 
In a case to which the law of the multiplicity of causes applies 
figures can only be regarded as the resultants of a number of 
conflicting influences. I am thus driven to justify my con- 
clusions by reference to economic principle. 

The position of some economists seems to be that the organ- 
isation of industry is such that the share of any factor in industry 
can only be increased if the efficiency of the whole is increased. 
Such an argument seems to me to ignore the possibility of a 
fundamental readjustment of the shares of the different factors 
in that dividend. Modern writers on distribution seem to have 
abandoned the contention that the shares of the various factors 
are based upon the worth of services for which there is no 
criterion. Yet practical writers on the subject seem to con- 
sider that in some mysterious way the share of the capitalist to 
interest, the land-owners to rent, and the entrepreneur to profits 
are fixed claims on the national income and that the share of the 
worker is the balance. They show this balance to be a very 
small one per head, and argue that the worker gets what he 
produces and cannot get more. But this idea of anyone having 
fixed claims to a share in the national dividend is, of course, 
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quite untenable. At most all we can mean by it is that the 
position of the leaders of industry is such that they can extract 
these rates, so long as the position of the workers is such they 
cannot force more. If it is thus merely a question of the relative 
powers of the various factors, it follows that this balance of 
power may be altered and that the influence of the State may be 
used to make such alteration. 

The strategic advantage of the employer in England is that 
there is a surplus of labour with which he can replace labour 
which demands too high a reward, and, on the other hand, the 
consumer can always obtain cheaper made foreign goods to 
replace those which the cost of labour has made too dear. Now 
this flow of substitutes Australia has from the very first attempted 
to check. There is not, naturally, a surplus of labour in a new 
country. Australia has made doubly sure. Cheap labour is 
excluded by immigration restriction laws. Cheaply made foreign 
goods have been kept out by tariff barriers. I am not con- 
sidering whether this legislation has been advantageous to the 
community as a whole; but I do say that it has facilitated the 
operations of the laws which attempt to raise wages.. I think 
it is probably true that no country can elevate its wage standards 
substantially above those of competing countries without barring 
substitutes in some such way. I do not suggest that this policy 
of protection has not to be paid for, and I believe that this is 
the real issue to be determined. What advantages can be shown 
to have accrued from the system of wage regulation which com- 
pensate for the restrictions and burdens which have to be 
imposed on the community? With regard to this it may be 
pertinent to observe that the mathematical order of assumption 
is not always applicable to economics. I would venture the 
paradox that a burden on industry is not always a check on 
production. It may be a stimulus. This is so in two cases: 
(1) Where a barrier is applied to a certain area of economic 
effort in such a way that it integrates and co-ordinates the forces 
within that area. There has been in economic history a strong 
tendency for economic effort to dissipate itself over too wide an 
area. (2) Where the burden imposed on industry takes the form 
of an added reward to one particular factor. Here the pressure 
of contribution levied for the benefit of the one factor may 
stimulate the other factors to greater effort in order to secure the 
rate to which they have been accustomed. If the added reward 
is given to a factor which is naturally weak its effect may also 


be to overcome the inefficiencies which arise from that weakness. 
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The time allotted to me makes it almost impossible for me 
to develop and apply these generalisations with the detail which 
I would like. This, however, is the way in which I suggest that 
the wage regulation system has worked. 

The pressure of the compulsory high wages coupled with the 
pressure to sell as low as possible has compelled a reorganisation 
and adjustment of industry to meet the added charge. 

This reorganisation and adjustment has been all to the good. 
Scientific methods have been applied all round. We have better 
machinery, better buildings, better accountancy, better selling, 
more scientific credit. I am speaking here of what I know from 
masters of industry. On the other hand, a great deal of waste, 
unearned profits, and inefficiency has been eliminated. In 
addition there is the great virtue of certainty in one of the most 
uncertain of all items in industry—the rate of wage. Many 
employers regard this as a signal advantage of the system. 

It is claimed that the efficiency of the worker has not been 
improved. I believe that it has, and that labour in Australia is 
not as much dearer than English labour as Australian wages 
are higher. Indeed, many instances can be cited where 
Australian labour at the higher wage is no dearer than English 
labour. In any case it can be claimed that inefficiencies due to 
the great weakness of the economic position of the worker have 
been avoided. Insufficient nutrition, casualisation, and similar 
evils are factors which are negligible. On the other hand, in- 
creased leisure and resources give the worker opportunities for 
securing advantages impossible anywhere else. 

If these advantages are real and the policy has actually and 
in fact been successful in adding to real wages, another set of 
advantages comes into play—the advantages of a more equal 
distribution of wealth. These advantages have probably never 
been denied. But few economists have gone so far as to suggest 
that they are paramount and that it is worth while breaking a 
good many so-called economic laws in order to secure such 
advantages. I venture to say that, properly studied, Australian 
experience is definite on this point. I have not space to go into 
it at length, but if I could put the advantages in a summary 
it would be as follows :— 

(a) Advantage which comes to the whole industrial system 
through the increased demand powers of masses of people. This 
advantage it is difficult to over-estimate. 

(b) Increased care of resources when they are distributed in 
a number of hands. The idea that the workers are worse 
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custodians and users of their resources than the richer classes 
is an extraordinary illusion. The use of resources tends to be 
most efficient among people who have just enough to live up to 
a satisfactory standard. 

(c) Increased efficiency of capital when distributed in a large 
number of hands. This would be denied by those who believe 
that the great need is the building-up of huge funds of fixed 
capital in the hands of expert capitalists for use where their 
judgment directs. I thoroughly disbelieve this theory. Such 
capitalisation is unstable and causes enormous fluctuation and 
loss. The adjustment of capital to human needs is best effected 
through an even distribution among the largest number. There 
may be less accumulated for the exploitation of foreign countries, 
but it does not prevent accumulation. Australian bank deposits 
show this. Immense funds go into institutions which are to a 
large extent under public control and are used mainly to develop 
the agricultural resources of the State. Australian farmers get 
their money at a lower rate than in any other new country. 

It cannot be denied that the system of wage regulation has 
had some disadvantages. In the first place, this system does nof 
attempt to supersede the capitalistic system or transcend the 
relations between employer and employee. On the contrary, it 
intensifies the evils of the capitalistic form of organisation, 
increases the vogue of mechanism and standardisation, tends to 
the more intense organisation and submergence of the personality 
of the individual worker. 

A more vital objection is that the efficacy of the system is 
limited to the elimination of waste and inefficiency. When these 
are absorbed increased wages will tend to be reflected in prices. 
This is natural, but not so inevitable as some people think. For 
the pressure on the merchant to sell cheap is strong under a 
competitive system. The evil is that under the pressure of the 
wage system the competitive system breaks down and prices are 
regulated by agreement. The wages boards and arbitration 
courts have in reality facilitated the formation of oganisations 
of employers which in nearly all industries in Australia regulate 
prices. 

This is the stage which the process has now reached. Those 
who are in favour of further advance are faced with the difficulty 
of prices and with the alternative of either controlling prices or 
else introducing some change in the form of organisation which 
would increase the efficiency of the various factors or equalise 
their reward. The Labour Party have faced this dilemma for 
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the last two years and seem to be greatly troubled how to act. 
Their suggestion to regulate prices, put forward at the last 
election, has been dropped. Personally, I think that prices can 
be controlled within certain limits in certain industries, but that 
any substantial proportion of the field could be covered is out 
of the question. 

The other alternative is the introduction of the principle of 
co-operation into industry. By this I do not mean that sham 
form of co-operation, co-operative profit-sharing, which is not 
co-operation at all. What I mean is co-operation in control and 
responsibility of industry, co-operation in production and distri- 
bution. Nothing is so clearly indicated as this. 

In my opinion the capitalistic form of organisation with its 
hierarchy of authorities is one that cannot last. The relations 
between the various factors are unnatural and brutal. A mili- 
taristic régime is no more likely to be efficient in industry than 
it has been in social organisation. 

Unfortunately, there is no sign in Australia that the workers 
realise this position. At present they are wasting their time in 
superficial reforms, bounties, and petty schemes of nationalisa- 
tion. 

Co-operation has had a barren soil in Australia. This is a 
curious thing when we consider the enormous success of the 
labour movement. That success was not achieved except by the 
exercise of ability of the highest order as well as individual self- 
sacrifice and corporate loyalty beyond all praise. The Australian 
worker is level-headed, keen, clever, and capable of development 
on the artistic side. When he realises that his future depends 
upon a higher personal activity he will no longer remain the 
industrial pawn he is in spite of his political pre-eminence. 

If democratic progress in Australia had merely developed this 
alternative clearly and distinctly it would, I think, have been worth 
while. You may think that so much might have been predicted 
beforehand. Possibly; but it would not have been so definite or 
so certain. Besides, the worker comes to it not only with 
resources and staying power, but with a political experience 
which is invaluable, and with an insight into the realities of the 
industrial system which he would not otherwise have had. 

The somewhat crude philosophy of the politician which I 
have been tracing out can, of course, be dismissed. The power 
of the State cannot be substituted for economic forces. It would 
be all to the bad if a clumsy centralised organisation were sub- 
stituted for the pressure of individual needs and desires and the 
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movement of individual effort to satisfy them. This sub-con- 
scious, automatic process is the natural one. Any attempt to 
place it all under the control of a self-conscious State governed 
by extraneous and partial influences would be disastrous. It 
would be like the attempt of the human brain to control the 
body without the assistance of the reflexes. But there is much 
that the State can do if it is carefully and thoughtfully directed. 
There is virtue in its unchallengeable authority even in its 
immobility. It can stand against anti-social powers and redress 
the balance of economic power in favour of the weaker factors. 
It can break down privilege, and is the most powerful agency 
of social change. There is no chance that its interferences will 
mean a loss of individual activity. Human activity will remain 
constant and readjust itself around the new conditions. 

It is thus as a dynamic agent that I would claim virtue for 
State interference. The Australian movement all through has 
been spontaneous rather than scientific, instinctive rather than 
rationalistic. Perhaps in these days of M. Bergson it is per- 
missible for us in Australia, who have had so much to gain and 
so little to lose, to congratulate ourselves that we have allowed 
life to overflow the intellect and have given freer play to aspiration 
and instinct than is possible elsewhere. 

F. W. EGGLESTON 








NON-PARLIAMENTARY INDUSTRIAL LEGISLATION. 


LEGISLATION is so usually associated with Parliament, and 
with Parliament alone, that it may not be generally realised that, 
taking into consideration quantity only, and disregarding import- 
ance, it is probably true to say that the larger part of existing 
enactments regarding labour have not been directly passed by 
Parliament, but are the creation of inferior bodies to whom law- 
making powers have been delegated. 

There is good reason for this course. Industrial legislation 
in many instances can only hope to be successful on condition that 
complicated details are patiently investigated, and interested 
persons listened to. Parliament, it is true, has some machinery 
for work of this kind, but on the whole it is too cumbrous a body, 
too busy with larger issues, and too intermittent in its activities 
to be able to transact much business on these lines. It has of 
late years become more and more content to settle principles 
and to leave detailed decisions and the working out of extensions 
to “other bodies,” reserving to itself a varying amount of ultimate 
control. 

The amount and directness of this control is probably the 
best criterion for classification. This legislation by inferior law- 
making bodies takes several forms :— 

(a) Provisional Orders.—These are Orders made by a Govern- 
ment Department and actually confirmed by Parliament, and can 
be used for extending or curtailing existing Acts of Parliament. 
They have no legal operation until so confirmed by Parliament. 

(b) Statutory Orders.—These are Orders made by a Govern- 
ment Department, and have to be laid before Parliament for 
varying periods. They take effect without confirmation, and 
Parliament must actively interfere within a limited period, if it 
wishes to disallow them. ‘These Orders have in some cases an 
important scope by way of extension, curtailment, or modifica- 
tion of existing legislation, while in other cases they deal with 
points of detail omitted in the actual Act of Parliament. Some- 
times a “public inquiry” is an indispensable preliminary. The 
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nomenclature, viz., “Regulations” and ‘Special Orders,” 
adopted by different Acts is unfortunately very confusing, as 
Regulations under one Act may mean very much the same as 
Special Orders under another, and vice versd. 

(c) Determinations.—This term covers the legislation of 
Trade Boards and Wages Boards dealing with the wages to be 
paid in specified trades, and ancillary matters arising out of 
minimum wage legislation. 

(d) Bye-laws.—Bye-laws are made by local authorities in 
exercise of permissive powers bestowed on them by Act of 
Parliament. Parliament has not reserved itself any direct powers 
over determinations and bye-laws, but in some cases a Govern- 
ment Department has powers of delay, or rejection. Further 
particulars with actual examples of these modes of legislation 
are as follows :— 


(A) LEGISLATION BY PROVISIONAL ORDER. 


A Provisional Order is an Order made by a Government 
Department, and has the force of law, provided that it is expressly 
sanctioned by Parliament. These Orders are the machinery by 
which Section 8 of the Workmen’s Compensation Act, 1906, 
which relates to the application of the Act to certain industrial 
diseases, can be applied to other diseases and other processes, 
and to injuries due to the nature of any employment specified in 
the Order not being injuries by accident. The same machinery 
is designated in the Trade Boards Act, 1909, for the extension 
or curtailment of the scope of the Act. In the Workmen’s 
Compensation Act a Secretary of State (in practice the Home 
Secretary) is given a general power to make these Provisional 
Orders, subject to the conditions (a) that no such Order is to have 
effect unless and until it is confirmed by Parliament, and (b) that 
if, while the confirming Bill is pending in either House of Parlia- 
ment, a petition is presented against the Order, the Bill may be 
referred to a Select Committee, and the petitioner shall be allowed 
to appear and oppose, as in the case of Private Bills. These 
Select Committees act as a judicial tribunal, before whom wit- 
nesses are examined and counsel appear. The Home Secretary 
has made Provisional Orders under this power scheduling about 
twenty fresh diseases. 

Under the Trade Boards Act the Board of Trade may make 
a Provisional Order applying the Act to any specified trade to 
which it does not at the time apply, if it is satisfied that the rate 
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of wages prevailing in any branch of the trade is exceptionally 
low, as compared with that in other employments, and that the 
other circumstances of the trade are such as to render the applica- 
tion of the Act to the trade expedient; also if at any time the 
Board of Trade considers that the conditions of employment in 
any trade to which the Act applies have been so altered as to 
render the application of the Act to the trade unnecessary, it 
may make a Provisional Order that the Act shall cease to apply 
to that trade. The conditions mentioned above as to confirma- 
tion by Parliament, and as to reference to a Select Committee 
in the event of the presentation of a petition against the Order, 
apply with this exception, that the Order may be referred either 
to a Select Committee, or to a joint Committee of both Houses. 
The Board of Trade has already made one Provisional Order 
under the Trade Boards Act, and scheduled five additional trades, 
including part of the trade of carrying on a laundry. Certain 
employers in the laundry trade petitioned against the Order, and 
at the hearing before a Select Committee of the House of 
Commons they made good their objection that the definition of 
the section proposed to be included was not workable, and the 
Select Committee thereupon omitted laundries from the Order. 
The other four trades were not petitioned against, and after 
evidence had been submitted on behalf of the Board of Trade, the 
Select Committee passed so much of the Order as applied to 
them, and in due course the Order as amended was confirmed. 


(B) LEGISLATION BY STATUTORY ORDERS (INCLUDING REGULATIONS 
AND SPECIAL ORDERS). 


I. Statutory Orders made without public inquiry.—Statutory 
Orders were first introduced in 1867, when the Factory Extension 
Act and the Workshop Regulation Act were passed. The division 
of work between Parliament and a Secretary of State which then 
ensued has varied from time to time,! and is now to be found, so 
far as regards factory legislation, in section 126 of the Factory 
Act, 1901. Much the same arrangements have been adopted in 
other pieces of industrial legislation. 

As regards factory legislation, the main provisions as_ to 
Orders known as Special Orders are as follows :— 

(a) The Order is made by a Secretary of State (in practice 
the Home Secretary), and is published in such manner as he 
thinks best adapted for the information of all persons concerned, 


1 See Appendix A to Hutchins’ and Harrison’s History of Factory Legislation, 
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and comes into operation at the date of its publication or at any 
later date mentioned in the Order. It is usual to allow a few 
weeks between the date of publication and the date at which the 
Order is to take effect. 

(b) The Order is to be laid as soon as may be before both 
Houses of Parliament, and if either House of Parliament, within 
the next forty days after the Order has been so laid before that 
House, resolves that the Order ought to be annulled, it has after 
the date of the resolution no effect, but without prejudice to the 
validity of anything done in the meantime under the Order. 

(c) The Order is to apply as if it formed part of the enactment 
which provides for the making of the Order. 

The power to make Orders is relevant to forty-five sections of 
the Factory Act, and has been exercised in regard to thirty-three 
of those sections. They are of varying importance. The Order 
extending the Particulars Clause (section 116) is a good example of 
the wide effect of some of these Orders. 

Under the Truck Act, 1896, section 9, a Secretary of State may 
by Order grant exemptions from the provisions of the Act. 
Provision (b), given above, applies to these Orders. This power 
has only once been exercised, namely, in respect of persons 
engaged in the weaving of cotton in certain counties. The Notice 
of Accidents Act, 1906, contains a power of extension by Order 
of a Secretary of State, and this has been used to add three fresh 
classes of accidents. 

Both parts of the National Insurance Act, 1911, rely very 
largely on power to make Statutory Orders. 

For instance, in Part I. of the Act section 66 provides that the 
Insurance Commissioners may make “Regulations.” These 
Regulations follow closely, but not exactly, the provisions as to 
“Special Orders” laid down in the Factory Act. Unfortunately, 
in the Factory Act the term “Regulations” is used for a Statutory 
Order made after a preliminary public inquiry, which falls into 
our second class. Section 66 provides that the Insurance Com- 
missioners may make regulations for any of the purposes for 
which regulations may be made under Part I. of the Act or the 
schedules therein referred to, or for prescribing anything which 
under Part I. or the schedules is to be prescribed, and generally for 
carrying Part I. into effect, and any Regulations so made are to 
be laid before both Houses of Parliament as soon as may be after 
they are made and shall have effect as if enacted in the Act, 
provided that, if an address is presented to his Majesty by either 
House of Parliament within the next subsequent twenty-one days 
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after any such regulation is laid before it, praying that the 
regulation may be annulled, his Majesty in Council may annul 
the regulation, and it shall thenceforth be void, but without 
prejudice to the validity of anything previously done thereunder. 
This language is substantially different from that employed in 
the Factory Act, and apparently the intention is to give a Liberal 
Government the power to disregard an address of the House of 
Lords. 

Over one hundred matters are specifically left to be dealt with 
by Regulations. The National Insurance Act, 1913, adds con- 
siderably to the list. As examples of the use of these very wide 
powers may be mentioned the new provisions as to contributors 
in arrears, which have been substituted for the 5th Schedule 
to the Act of 1911, and the adoption of a unit of work for out- 
workers in the place of a weekly wage as the basis of con- 
tributions. 

Part II. of the National Insurance Act, 1911, adopts a similar 
procedure, but follows the Factory Act. Under section 91 the 
Board of Trade has power to make “ Regulations” for the admini- 
stration of the unemployment part of the Act. These regulations 
must be presented to Parliament, and are liable to be disannulled 
in the same way as Special Orders under the Factory Act. Some 
twenty pages of Regulations have been made by the Board of 
Trade under the Act of 1911, and about two pages under the 
Amending Act of 1914. 

II. Statutory Orders made after Public Inquiry.—Under the 
Factory Act, 1901, these Statutory Orders are called ‘“‘ Regula- 
tions,” and they are confined to legislation in regard to “dangerous 
trades.” The first step in the making of these Regulations is 
for a Secretary of State (in practice the Home Secretary) to certify 
that the manufacture, machinery, plant, process, or description 
of manual labour proposed to be regulated is dangerous. He 
then proceeds to prepare draft regulations and to publish notice 
of his proposal to make regulations. He must allow at least 
twenty-one days within which persons affected may get copies 
of the draft regulations, and may lodge objections. If any sub- 
stantial objections are lodged the Secretary of State must either 
amend the draft regulations or direct an inquiry to be held by 
some competent person, who shall report to him thereon. In 
other words, he must either obtain the consent of the objector 
to a new form of regulation, or he must direct an inquiry to be 
held. This inquiry is to be held in public and may be attended 
by the chief factory inspector, objectors, and other affected 
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persons. After the Secretary of State receives the report of the 
inquiry he can then make regulations, which take effect as 
Statutory Orders, that is, they must be laid before both Houses 
of Parliament, and either House can within forty days by resolu- 
tion disannul all or any of the regulations. These regulations 
have considerable scope, as they may, among other things, pro- 
hibit the employment of, or modify or limit the period of employ- 
ment of, all persons or any class of persons in the dangerous 
trade, or may prohibit, limit, ar control the use of any material 
or process. Thus in Regulations made in 1907 for the manufac- 
ture of paints and colours, the third regulation prohibits any 
woman, young person, or child from being employed in manipulat- 
ing lead colour. For the most part these regulations are con- 
cerned with the means whereby the “danger” may be either 
eliminated altogether or substantially reduced, e.g., by air-space, 
ventilation, exhaust drafts, use of overalls, lavatories, &c., &c. 

The only other Act which adopts the process of inquiry as 
part of the machinery of making a Statutory Order is the National 
Insurance Act, 1911. The Orders so made are called in the Act 
“Special Orders.” Section 113 of the Insurance Act incorporates 
for this purpose sections 80 and 81 of the Factory Act (which 
regulate the holding of inquiries), with certain adaptations, which 
are shown in the 9th Schedule to the Insurance Act. The only 
variation in substance is the requirement that the person to hold 
the inquiry shall be “impartial” as well as “competent.” 

These Special Orders do not, however, come into force as 
soon as made or from an appointed date. Before a Special Order 
under the Insurance Act comes into force it must be laid before 
each House of Parliament for a period of not less than thirty 
days, during which the House is sitting, and if either of these 
Houses before the expiration of those thirty days presents an 
address to his Majesty against the Order, no further proceedings 
can be taken thereon. As examples of what can be done by 
Special Order under Part I. of the Insurance Act, there may be 
mentioned a power given to the Insurance Commissioners to 
exclude certain persons from the category of outworkers, and to 
vary contributions in seasonal trades. 

Under Part II. of the Insurance Act the Board of Trade may, 
after seven years and with the sanction of the Treasury, by 
Special Order revise the rates of contribution. 

The Board of Trade may also, on certain conditions, extend 
the provisions of Part II. to trades other than those scheduled. 
In this case no such Order is to be made if the person holding 
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the inquiry in relation to the Order reports that the Order should 
not be made. Thus an “impartial and competent person” may 
have an absolute veto over the wishes of the Board of Trade. 
Then again the Board of Trade may by Special Order exclude 
certain employments. But in this case the Special Order takes 
effect, so far as Parliamentary interference is concerned, as if it 
were a Regulation and not a Special Order. 

The Board of Trade has made two Special Orders extending 
Part II. of the Insurance Act. These have brought in (a) work- 
men in the trade of saw-milling, whether carried on in connection 
with any other insured trade or not, and (b) workmen in the 
trade of repairing works of construction other than roads and the 
permanent way of railways. These are, of course, both compara- 
tively unimportant extensions. 


(C) LEGISLATION BY WAGES TRIBUNALS. 


When the Trade Boards Act, 1909, was passing through Parlia- 
ment, it was not suggested that Parliament should take any 
direct part in fixing wages. When the Miners (Minimum Wage) 
Act, 1911, was under discussion two attempts were made to saddle 
Parliament with this responsibility. One was a proposal to insert 
an elaborate schedule of wages, and the other to insert 5s. a day 
and 2s. a day as the wages for men and boys on day work. Par- 
liament rejected both proposals. It may therefore be inferred 
that the determination of wages by law is regarded as likely to be 
more efficiently carried out by some subordinate body. What 
Parliament did concern itself with, was that masters and work- 
men should have an equal voice in the legislation, and that there 
should be ample preliminary discussion. 

The wages tribunals set up by the Trade Boards Act and the 
Minimum Wage (Miners) Act consist of three sections : (a) repre- 
sentatives of employers, (b) representatives of workers, and 
(c) a neutral and impartial element called in the former Act 
‘appointed members” and in the latter Act the chairmen. (The first 
two classes are equal in number.) The usual number of appointed 
members of a Trade Board is three, though on the Tailoring 
Trade Board there are five. The chairman under the Miners 
Act is usually a sole chairman, but in a few districts the chairman- 
ship was constituted by three persons of equal authority. As 
elements (a) and (b) are rendered equal in voting strength, the 
real decisions on any matters on which the two sides do not agree 
rest with the impartial element. 
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In the case of the Miners (Minimum Wage) Act the trade was 
split up geographically into twenty-two sections, with independent 
wages boards, so that local feeling and local variations have had 
full play. 

In the case of the Trade Boards under the Trade Boards Act 
the material provisions for publicity and discussion are as follows : 

A proposed determination as to rates of wages must pass 
through a proposal stage of three months, during which it is 
exhibited in every known place of work where its provisions are 
to take effect. During this period objections may be lodged by 
any interested person, and these objections must be considered 
by the Trade Board before the rate is adopted. 

In the case of Boards covering the whole of England and 
Scotland district committees have been appointed, and these must 
be consulted before a rate is adopted. 

Even when a rate is adopted it comes into limited operation 
for a period of six months, and this six months may be extended 
by the Board of Trade, who have also other powers of delay. 

The fixing of a minimum wage for a trade may be a very 
simple or a very complex matter according to circumstances, but 
it usually involves legislating on ancillary matters, so that the 
“determinations” of a Trade Board, or of a Joint Board under 
the Miners Act, may be lengthy and elaborate pieces of 
legislation. 

In the case of Trade Boards provision has had to be made for 
persons in the course of learning the trade, and this has involved 
special scales of wages for learners at different periods of learner- 
ship, and some simple precautions for ensuring that persons 
receiving less than the standard adult rate were really in fact 
as well as in name “learners.” Under the Miners Act the Boards 
have power to lay down conditions, on the observance of which 
the right to the minimum wage depends. In some districts these 
conditions are most elaborate. 


(D) LEGISLATION BY LOCAL BYE-LAWS. 


The Employment of Children Act, 1903, gives local authorities 
considerable powers of legislation by bye-law in respect of children 
under 14. Thus the clause in the Act restricting night work for 
children may be varied by a local bye-law. Further, local authori- 
ties have power to make bye-laws as to the general employment 
of children, and the London County Council and other local 
authorities have availed themselves of this power. In the matter 
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of street-trading the power of local authorities to legislate extends 
to children under 16 years of age. This power is conveniently 
given to local authorities in regard to children, as the local 
authority is also the education authority. 

The position with regard to Provisional Orders, determina- 
tions, and bye-laws is not open to serious criticism. With regard 
to Statutory Orders the position is different, as the present 
nomenclature is most confusing, and some standard form of 
Parliamentary control could surely be adopted. 

F. TImbyarp 


























REVIEW-ARTICLES 


THE WoRKS OF BAGEHOT. 


The Works and Life of Walter Bagehot. Edited by Mrs. 
RUSSELL BARRINGTON. Ten volumes :—The Works in nine 
volumes, the Life in one volume. (London: Longmans, 
Green, 1915. Price £3 15s. net.) 


BAGEHOT’S position amongst English economists is unique. 
Some of his contributions to the subject are generally acknow- 
ledged to be of the highest degree of excellence. And yet in 
some respects it would be just to say that he was not an economist 
at all. His biographers, indeed, are eager to remove from his 
memory the stain of being so regarded, and urge that 
he was really very warm-hearted and much interested in 
literature. If Mrs. Russell Barrington could have altogether con- 
cealed the fact that Bagehot was the author of Lombard Street, 
she would probably have done so. Yet it is quite certain that the 
chapter on the position of the Governor of the Bank of England 
is immeasurably better in its kind than the studies of Shakspeare 
and Milton are in their kind. How is it that Bagehot was an 
economist and yet not an economist? How did he manage to 
write one of the classics of Political Economy, and yet appear to 
his relations no more than a brilliant amateur in a subject which 
he had chosen as a hobby, while really a man of letters and very 
warm-hearted ? 

The clue may escape the reader of this volume or that. But 
now that an opportunity has been given us of spending some hours 
over Bagehot’s works as a whole, free to dip into Hartley 
Coleridge, Cowper, or Pitt, along with the Postulates of English 
Political Economy, and the Memoirs of the Right Honourable 
James Wilson, the answer leaps to the question. Bagehot was a 
psychologist—a psychological analyser, not of the great or of 
genius, but of those of a middle position, and primarily of busi- 
ness men, financiers, and politicians. He also wrote very well, 
and had a fine taste, which readily rejected what was shoddy. 
No. 99.—voL. xxv. CC 














370 THE ECONOMIC JOURNAL [SEPT. 


‘All these qualities in combination are able to render his literary 
studies sufficiently pleasant reading. They were adequate, even 
in 1864, at the height of the Laureate’s reputation, to reject the 
pretensions of Enoch Arden. But they were equal only to a 
superficial interpretation of Shakespeare, Milton, or Gibbon. 
And Bagehot never reaches the level of his reputation except 
when he is describing or analysing what he has himself observed 
—that is to say, men of business, and politicians, and the public 
characters of his time. Nor was it merely the chance of oppor- 
tunity and neighbourhood which led Bagehot to devote most of 
his attention to this class of persons. To the analyst whose gifts 
lay in the observation of what was neither too high nor too low, 
and who was not specially equipped for the understanding of 
genius and violent feeling on the one hand, or of servitude, 
confinement, and distress upon the other, what, in the sixties 
of the last century, could offer so absorbing a field as those superior 
members of the British middle class who ruled in Lombard Street 
and in Westminster? The Literary Studies were almost all written 
before Bagehot was thirty-three. After that he began to find out 
that it was much more satisfying to his powers to leave Béranger 
and Milton on one side, and to examine Mr. Lowe as Chancellor of 
the Exchequer, Politics as a Profession, and Why Mr. Disraeli 
has Succeeded. 

Little of the sort has ever been attempted in any way equal 
to Bagehot’s psychological observations of English men of busi- 
ness. No other English economist has had either the gifts or the 
opportunity. They are scattered through his contributions to the 
Economist, but are specially to be sought in the Memoir of the 
Right Honourable James Wilson, and, of course, in Lombard 
Street. One admirable passage from the former—in reference to 
James Wilson’s business failure in early life—is worth quoting 
at length :— 

“Tt may, however, be admitted that Mr. Wilson was in several 
respects by no means an unlikely man to meet, especially in early life, 
with occasional misfortune. To the last hour of his life he was always 
sanguine. He naturally looked at everything in a bright and cheerful 
aspect; his tendency was always to form a somewhat too favourable 
judgment both of things and men. One proof of this may be sufficient : 
he was five years Secretary of the Treasury, and he did not leave it a 
Suspicious man. 

‘Moreover, Mr. Wilson’s temperament was very active and his mind 
was very fertile. And though in many parts of business these gifts are 
very advantageous, in many also they are very dangerous, if not abso- 
lutely disadvantageous. Frequently they are temptations. Capital is 
always limited; often it is very limited; and therefore a man of busi- 
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ness, who is managing his own capital, has only defined resources, and 
can engage only in a certain number of undertakings. But a person of 
active temperament and fertile mind will soon chafe at that restriction. 
His inventiveness will show him many ways in which money might 
easily be made, and he cannot but feel that with his energies he would 
like to make it. If he have besides a sanguine temperament, he will 
believe that he can make it. The records of unfortunate commerce 
abound in instances of. men who have been unsuccessful because they 
had great mind, great energy, and great hope, but had not money in 
proportion.” 


Bagehot’s no less admirable studies of English politicians and 
English political life I must not stop to notice. 

The fate of Lombard Street itself has been somewhat curious. 
In form and intention it is a piece of pamphleteering, levelled at 
the magnates of the City and designed to knock into their heads, 
for the guidance of future policy, two or three fundamental truths. 
Incidentally, a great deal is described, and in terms which no 
reader, however little he understands it, can find dull. But never 
was a book written with less eye on examination candidates. The 
purpose was practical, and much of it has been attained. But 
for the last twenty years the book has achieved a secondary 
destiny. It has become the one book in the whole library of 
economic literature which every economic student, however 
humble, will have read, though he may have read nothing else. 
Re-reading Lombard Street, I find it strikes me as only very 
moderately suited for this position. Part of it deals with obsolete 
facts and part with obsolete controversies, and a large part more 
is extremely difficult. I had forgotten how difficult the book is— 
read, that is to say, with a view to understanding the sentences 
and not merely for the enjoyment of their sound and general 
aspect. I suppose teachers prescribe it, fearful of disclosing 
prematurely the real character of the subject to be studied, and 
in hope to persuade the young student that Political Economy is 
quite different from what it really is, and much more amusing. 
And I suppose students read it with so much pleasure on account 
of certain occasional striking passages, which must affect anyone 
pleasurably, and a sort of glamour of intense reality which is 
immediately apparent even to readers who may have little or no 
idea of what, in fact, this reality is. To understand Lombard 
Street brings added pleasure. But it is not necessary to under- 
stand it much in order to enjoy it a good deal. 

Perhaps the most striking and fundamental doctrine in Lom- 
bard Street—to recur to my thesis—is, in a sense, psycho- 
logical rather than economic. I mean the doctrine of the Re- 
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serve, and that the right way to stop a crisis is to lend freely. 
And the analysis of the position and government of the Bank of 
England, which is all extraordinarily well done, is valuable be- 
cause it is at once felt to be a result of close and direct observation. 
The theoretical parts of Lombard Street, on the other hand, are 
not very good. The analysis of depressions and the account of 
the proces& by which prices rise are rather confused and rather 
superficial. Bagehot is not in the first rank when he travels out- 
side the field of his own acute observation and attempts a train 
of inference which is too long for him or for which, not truly 
caring, he has not a steady patience. His essays on the Deprecia- 
tion of Silver, for example, are clearly second-rate, neither good 
theory nor good fact. The essay on Universal Money is not with- 
out good passages, but does not particularly deserve to live. 

Yet it is not just to Bagehot to limit his first-rate contributions 
to Political Economy to his observations of the mind and quality 
and character of the actual living individuals who perform the 
operations of business. He was also immensely interested in 
another class of individuals, namely, economists themselves, and 
he loved to conjecture what sort of people the leading English 
economists were, and how it was they came to write in the manner 
they did. Bagehot’s brief examination of the character of 
English economists, and of the quality, bias, and origins of 
English Political Economy (in the introduction to the Economic 
Studies), deserves to be printed as a preface to all our leading 
text-books. That Bagehot should have projected a work in three 
volumes on Political Economy, of which the second was to be 
made up of biographies of celebrated economists, is characteristic 
of an interest which is apparent in a great many of his essays. 
Nothing, for example, interested him so much about Adam Smith 
and Ricardo as that the absent student should have been so full 
of practical sagacity, while the stockbroker, who made a large 
fortune, was the founder of a science of abstractions. The re- 
flection is to be found in one of his earliest essays, and recurs un- 
changed in one of his latest. It is largely because he was so much 
interested in the relations to what they wrote of Adam Smith and 
Ricardo themselves, and in their own minds and situations, that 
what he has to say about them is valuable. Such a comment as 
that “Adam Smith evidently hurries over the abstract part of it, 
because he thinks his readers will not attend to it,” is worth a 
dozen pages of criticism now too minute for the time of day. 

It would be a pleasure to quote a great deal of what Bagehot 
has written about Adam Smith and Ricardo, both in the Economic 
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Studies and elsewhere. I must be content with one passage from 
the Studies about each of them :— 


“The strongest interest in reading the chapters of The Wealth of 
Nations on this subject [mercantilism] is given by the vigour with 
which they are written. They are essentially models of practical writing; 
they are meant to extirpate living error; they follow that error into 
the minds of those who believe it, and extirpate it in the forms in which 
it thrives and rules there. The error that the precious metals are the 
only real wealth was a living error to Adam Smith, for he had lived 
with many persons who held it. 

“The efficacy of Adam Smith’s refutation is not wholly derived 
exactly from its literary merit. Hume had before given a brief exposure 
which in mere writing is at least as good. But Hume impressed on 
this, as on so much else, a certain taint of paradox. He seems to be 
playing with his subject; he hardly appears to believe what he says, 
and a plain reader is often puzzled to know whether he ought to believe 
it either. On a strong-headed man of business, semi-insincere criticism 
produces no effect. But Adam Smith takes up the subject in a solid, 
straightforward way, such as he knew would suit the Glasgow merchants 
with whom he had once lived, and he talks to them, not only as a man 
acquainted with present mercantile things, but also as one possessing 
much other culture and authority. He impressed practical men by 
his learning, at the same time that he won them by his lucidity and 
assured them by his confidence.” 


‘*The trade in which Ricardo spent his life, and in which he was so 
successful, is of all trades the most abstract. Perhaps some people may 
smile when they hear that his money was made on the Stock Exchange, 
which they believe to be a scene of gambling. But there is no place 
where the calculations are so fine, or where they are employed on data 
so impalpable and so little ‘immersed in matter.’ ... The ordinary 
human mind finds a great rest in fixing itself on a concrete object, but 
neither the metaphysician nor the stockjobber has any such means of 
repose. . . . Any careful reader of Ricardo, who knows anything of such 
matters, and who watches the anxious penetration with which he follows 
out rarefied minutia, will very often say to himself, ‘I see well why 
this man made a fortune on the Stock Exchange.’ For this trade 
Ricardo had the best of all preparations—-the preparation of race... . 
The writings of Ricardo are unique in literature, so far as I know, as 
a representative on paper of the special faculties by which the Jews 
have grown rich for ages. The works of Spinoza, and many others, 
have shown the power of the race in dealing with other kinds of abstrac- 
tions ; but I know none but Ricardo’s which can awaken a book-student 
to a sense of Jewish genius for the mathematics of money-dealing. His 
mastery over the abstractions of Political Economy is of a kind almost 
exactly identical.” 


All this is not so much economics as the psychology of 


economic writing ; just as Lombard Street is the psychology of 
Finance, not the theory of it. 


This interest in the individual characteristics of the leading 
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British economists began very early in SBagehot’s career. 
Born in 1826, a year before Sir R. H. Inglis Palgrave and 
six years before Lord Courtney (those present members of our 
Council who may be considered his contemporaries), Bagehot 
was twenty-two years of age when J. S. Mill’s Principles of 
Political Economy was first published, and he reviewed it in 
an article of -some forty pages, now for the first time 
reprinted, the precocity of which would have done honour 
to Mill himself. The review, up to a point, is eulogistic. 
“After all abatements have been made,” the undergraduate- 
reviewer concludes, “the severest judge will unhesitatingly pro- 
nounce that, though there have been in England many acute specu- 
lators who have by their economical writings gained much credit 
in their day and generation, three men only have by such means 
attained permanent rank among the great thinkers of their 
country, and that these three are Adam Smith, Ricardo, and 
John Mill.” Yet Bagehot’s criticism is minute and not always 
friendly. And the flavour and quality of Mill’s mind are analysed 
with cold dislike. Mill is placed among “the school of thinkers 
of whom Locke and Aristotle are perhaps the most attractive 
representatives, and among whom Auguste Comte is assuredly 
the least valuable specimen compatible with any remarkable 
ability”; but to the moral genius of the school of Plato and 
Butler and Kant “the author before us makes no pretension.” 
“Our author is not indeed in our judgment eminently qualified 
either to perceive or to appreciate nice and exquisite distinctions ; 
he does not therefore at all make pretension to that combination 
of metaphysical subtlety and practical shrewdness which so many 
ages have agreed to wonder at in Aristotle ; but, nevertheless, we 
hardly know of anyone who has so much of that union of sense 
and science so remarkable in Aristotelic treatises on the business 
of mankind.” This is a wonderful judgment for a youthful con- 
temporary to have made. It had not appreciably altered twenty- 
five years later when it became the duty of the editor of the 
Economist to write a leader on “The late Mr. Mill.” “We have 
preferred to say that which is plainly true, and which could give 
no pain to anyone,” the leader concludes; but it would not be 
easy to discover an obituary notice of a great man with less of 
encomium about it. That “Mr. Mill’s two great treatises have 
had a unique and immense influence” is admitted as a matter 
of course. But it is pointed out also that “there is little which is 
absolutely original in his great work; and much of that little is 
not, we think, of the highest value.” ‘In Political Economy,” 
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Bagehot writes of himself, “the writer of these lines has long 
been in the habit of calling himself the last man of the ante-Mill 
period. He was just old enough to have acquired a certain know- 
ledge of Ricardo and the other principal writers on Political 
Economy before Mr. Mill’s work was published, and the effect of 
it has certainly been most remarkable. All students since begin 
with Mill and go back to all previous writers fresh from the study 
of him. They see the whole subject with Mr. Mill’s eyes. They 
see in Ricardo and Adam Smith what he told them to see, and 
it is not easy to induce them to see anything else. Whether it 
has been altogether good for Political Economy that a single 
writer should have so monarchical an influence may be argued, 
but no testimony can be greater to the ability of that writer and 
his pre-eminence over his contemporaries.” In fact, Bagehot 
kicked, morally and intellectually, against the Mill despotism, just 
as Jevons did. The same feeling, far less intense, is to be found 
in some of the criticisms of Dr. Marshall. It was almost 
impossible for an independent economist, brought up under that 
iron régime, to be perfectly fair to Mill. His merits being so very 
obvious, how could one help but protest against the more subtle 
dangerousness of his faults? Even now it is easy to feel a good 
deal of sympathy with the half-truth that the greatest service 
Mill did for Political Economy was, by making it into almost as 
good an examination subject as mathematics, to provide with a 
livelihood the now numerous us, who are academic economists. 

We owe Mrs. Russell Barrington a debt of gratitude for bring- 
ing Bagehot’s works together in so convenient a form. But the 
editing is open to criticism. In the case of many of the 
essays, for example, there is no indication of where or in what 
form they originally appeared—only a date. Our chief regret 
must be, however, that in the volume, nevertheless interesting, 
which is given up to reprints of leaders from the Economist, 
articles of financial or economic interest have been practically ex- 
cluded. In making her selection, Mrs. Barrington called in the 
assistance of Sir William Robertson Nicholl. The choice of topics 
resulting from such a collaboration is commonplace. The 
“Life” has been reviewed in these columns already (December, 
1914). I do not myself care about it. But the material, which 
a relative by marriage has been able to put together, will be found 
very useful by any future biographer. 

J. M. KEYNES 
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PROFESSOR RIPLEY ON AMERICAN RAILROADS. 


Railroads, Finance and Organisation. By WiuutaAM Z. RIPLEY, 
Ph.D., Nathaniel Ropes Professor of Economics in Harvard 
University. (Longmans, 1915. Pp. xx+638. Price 14s.) 


On the publisher’s wrapper of this second volume of Professor 
Ripley’s comprehensive review of railway problems I am reminded 
of what I said in the Economic JOURNAL on the occasion of the 
appearance of the first volume two years ago. “In the English 
language there exists no such complete presentation of the whole 
subject from the pen of so competent an author.” The same 
high praise may be given without hesitation to the volume now 
before us, though it is right to notice that this new volume, as 
is only natural from its subject, possesses less interest for the 
catholic economist outside the United States than the former. 
Theory and general considerations have more bearing on rates 
and regulation than on finance and organisation, which must be 
chiefly controlled by the special market and business conditions 
of each particular country. While, therefore, the new volume will 
be read everywhere by students of railway questions with the 
utmost interest, it can hardly be expected to command outside 
America as wide an audience as the previous one. The rail- 
way financial history of the United States covers now nearly 
three generations and extends over two-thirds of a Continent. 
To compress it all, from the time when the capital of 
the Camden and Amboy was raised in England in the early 
‘thirties down to the New Haven débdcle of the other day, 
within the compass of a single volume it is necessary to cut 
very short each individual tale. And it is questionable whether 
the reader, coming to the subject with no previous detailed know- 
ledge, will in every case be able to grasp, from Professor Ripley’s 
necessarily abridged summary, what it is all about. There is a 
further disadvantage. When space is thus limited and sum- 
maries are thus abridged, selection, not only of the cases to be 
included, but of the salient points in those which are included, 
largely depends upon the personal equation of the selector. 

And this is an important matter. In reviewing the previous 
volume I said that I had only “one serious criticism,” that 
Professor Ripley’s doubt, whether there was in it “bias’’ and 
“lack of judicial poise,’ must in my judgment be decided against 
him. In the present volume I seem to see a certain change of 
mental attitude. Credit is given to the railroads in terms that 
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are often generous. For instance, on p. 51, winding up fifty 
pages of what is rightly described as “rather depressing comment ” 
upon American construction methods, Professor Ripley points 
out that “the magnitude of the achievement as a whole must 
constantly be kept in mind... it is an accomplishment un- 
paralleled in history . . . and should be a matter for national 
pride. . . . It is all too easy to look back upon the record and 
to call attention to faults and shortcomings. . . . Happily it is 
clear that for the most part the financial methods were consistent 
with the highest standards of probity and good judgment.” And 
again on p. 226: “The foregoing outline tells but a sorry tale 

. . a range of operations from mystification and petty deceit to 
utter fraud. But the conclusion must be carefully avoided that, 
because such offences have at times been committed, American 
railroad finance on the whole is unsound. Such an opinion would 
be absolutely unfounded. A large majority of our common 
carriers are certainly on the whole as honestly administered as 
are private businesses. Nor has the standard of integrity in the 
main ever been so high as it is at present.” But these deliberate 
opinions, frankly expressed in straightforward and emphatic lan- 
guage, only cover a few lines in the middle of hundreds of pages 
devoted to the rather depressing comment upon all the frauds 
and scandals of American railway history from the day of Jim 
Fisk downward. It is hardly conceivable that an ordinary 
reader, who has to gain his knowledge of the subject wholly from 
Professor Ripley’s story, would end by sharing the opinion that 
the Professor holds, after reading a book in which the adventures 
of the occasional stray sheep are told at length, while the history 
of the ninety and nine that remained respectably within the fold 
is passed over in silence. 

Professor Ripley desires to maximise public interference. 
One would think that a supporter of interference by public 
authority would necessarily postulate two things: that the 
authority should be intelligent, and that the authority should be 
honest. Professor Ripley does not assert—as indeed in view of 
the history he could not—that either of these pre-requisites exist 
in the United States. As for intelligence, let us take a crucial 
instance. If intelligent regulation is to be found anywhere, it is 
surely in that highly expert and respected body, the Interstate 
Commerce Commission. Yet in July, 1914, after an inquiry 
extending over more than twelve months, the majority of that 
Commission solemnly re-affirmed their refusal of three years 
earlier to permit the Trunk Lines to raise their rates. Under the 
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compulsion of gross and palpable fact they reversed that decision 
some six months later. But it is safe to say that for every dollar 
Jim Fisk stole from the Erie—and he stole a good many—the 
inhabitants of the United States lost a million in the months 
succeeding July, owing to financial depression and trade disloca- 
tion consequent primarily on the unintelligent appreciation of the 
situation by the Interstate Commerce Commission. 

What about honesty? In the midst of a scathing indictment 
of the quite recent mismanagement of the New Haven Railroad 
Professor Ripley enumerates among its crimes “wholesale bribery, 
veiled in various ways, of members of the legislature.” And this 
is not in the Far West two generations ago, but in Massachusetts 
yesterday. Not a word is said in reprobation of those who were 
bribed. Does Professor Ripley take it as a matter of course that 
members of the legislature will be accessible to wholesale bribery ? 
As for honesty in other than money matters, take this instance. 
The Insterstate Commerce Commission are at this moment 
engaged in hearing at Chicago the application of the railroads in 
the territory west of that city to be permitted to raise their rates, 
with which, of course, the intra-state rates are inextricably 
entangled. Mr. Clifford Thorne is chairman of the Iowa State 
Railway Commission, and he is appearing before the Interstate 
Commerce Commission as counsel for (a) a number of Western 
State Railway Commissions, including his own, and (b) for a 
private trading association which dislikes the prospect of having 
to pay increased rates. The American public appear to see no 
objection. The Interstate Commerce Commission is evidently 
powerless, and the simple English expedient of disbarrjng Mr. 
Clifford Thorne is presumably not available. An Englishman, 
considering the propriety of further private regulation of railways, 
takes for granted the probity of Parliament and the Board of 
Trade and the Railway Commission. But what would he think 
if legislators were accused of wholesale bribery, and if Com- 
missioners were as impartial as Mr. Clifford Thorne? 

Take another instance, not from a Western State, but from 
the Federal Government itself. For years the railroads have 
claimed that the payment to them for carrying the mails, which 
is practically in the uncontrolled discretion of the Postmaster- 
General, is inadequate. Some three years ago they succeeded in 
obtaining the appointment of a Joint Committee of the two 
Houses of Congress to investigate. That Committee severely 
censured the Post Office Department and substantially supported 
the railroad contention that the method of payment was bad, that 
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the arbitrary powers of the Department were unjust, and that the 
amount of payment was insufficient. While the Committee was 
sitting, the Postmaster-General introduced and carried a Bill 
establishing a Parcel Post. The original limit of weight was 
reasonable. It has subsequently been extended to 50 lbs. No 
provision was made in the Bill for payment to the railroads for 
the extra work thrown on them beyond the authorisation of the 
Postmaster-General to pay to certain railroads a temporary in- 
crease not exceeding 5 per cent: of the amount they were then 
receiving. How the extended Parcel Post is working as a 
business undertaking may be judged from scores of reports in the 
American Press: of, for instance, a warehouse at Wells, Nevada, 
“where 80 tons of grain are held for shipment, sack by sack, 
through the Parcel Post”; of “a fast mail train delayed by the 
loading of two tons of wheat as parcel post”; or of “‘a car load of 
potatoes from Deeth to Haleck.” From the moral point of view 
it is sufficiently criticised in the published words of ex-President 
Taft : ““When we establish a parcel post—a good measure in 
itself—and make the railroads carry all the business we can get 
without adequate compensation, we are stealing from the rail- 
roads. That is what we are doing.” But this is not all the story. 
When the report of the Joint Committee above mentioned, based 
on two years’ study of the question, was complete, and its tenor 
became known, but before it had been officially presented, the 
Chairman of the House of Representatives’ Committee on Post 
Offices, at the instance of the Postmaster-General, suddenly intro- 
duced a Bill, the effect of which was further to reduce the pay- 
ment which the Joint Committee had found to be inadequate, 
and to make the Postmaster-General absolute judge without 
appeal of his own cause. The Bill was forced through the House 
of Representatives, the railroads being refused even a hearing, 
and sent up tothe Senate. The Senate refused to pass it, where- 
upon a second attempt was made to jam it through in the rush 
of business before the adjournment by “tacking” it on to an 
Appropriation Bill. Thereupon the Senate threw out the Appro- 
priation Bill, and the Postmaster-General, who, be it observed, 
is a Cabinet Minister, has since publicly accused the railroads of 
attempting to “loot the Post Office revenues.” J have told these 
stories (which are not derived from Professor Ripley’s pages) at 
some length because it would seem that English readers, in 
forming an opinion as to the desirability of more or less regulation, 
should have regard to the public record, not only of the regulatees, 
but of the regulators. 
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Another point may be noted in this connection. The railroads 
in the United States are regulated by forty-eight separate States 
and the Federal Government—“‘fifty stripes save one,” as a rail- 
road president puts it—and in each of the forty-nine the authority 
to regulate is shared between the legislative, executive, and 
judicial branches of the Government—branches whose respective 
functions are strictly delimited by written constitutions. Pro- 
fessor Ripley recognises the existence of a hopeless welter of 
confusion. He speaks of ‘“‘the well-nigh intolerable conflict of 
authority of the many public services, commissions and State 
courts now at work. . . . No fewer than six different State Com- 
missions are said to be taking a hand in the reorganisation of the 
Wabash. The approval of each is necessary for validation of the 
plans. And it is impossible to obey so many masters. It is 
daily becoming more clear that the conflict of State and Federal 
authority can only be averted . . . by the assumption of unified 
control by the United States. Rates, service, and finance are so 
completely interlocked that satisfactory regulation in each field 
cannot be exercised except by the assumption of full authority 
over all three domains alike.” That exclusive Federal authority 
will be established in the near future is most unlikely. For, as 
has been shrewdly pointed out, any member of Congress who 
voted to deprive his State of control of its railways would sign 
his own political death warrant. And such documents politicians 
do not sign with alacrity. But Professor Ripley is so whole- 
hearted an advocate of public regulation that even the “well-nigh 
intolerable conflict of authority”? does not deter him from desiring 
to increase both in scope and minuteness the present mass of 
public regulation. 

Professor Ripley’s former volume was rightly entitled Rail- 
roads, Rates and Regulations. The new volume is called Finance 
and Organisation. But its true title should be “Regulation of 
Finance and Organisation.” For throughout the leading idea is, 
not what the companies are doing, or are likely to do for them- 
selves, but what they should be compelled to do by external 
authority. I confess myself not altogether clear in all cases as to 
what precisely the Professor desires. There is, for example, a 
very interesting chapter on Physical Valuation, which is now in 
process of being carried out at a cost which admittedly will not 
be less than £10,000,000. When the valuation is complete—if it 
ever is, and if it is not then hopelessly out of date—it will be 
useful, we are told, not only for purposes of taxation, but also as 
a valuable guide to the public authority in fixing reasonable 
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rates. But what would seem to be a crucial question on this 
point is entirely ignored. How is the valuation to be applied to 
the rates? Are the rates of the whole system to have relation to 
the valuation of the whole system, or are they to have relation 
to the different values of the different divisions and sections, or 
even individual miles of the railroad? On physical valuation 
principles our Parliament makes the Forth Bridge fifteen miles 
long for local, and twenty-five miles for long-distance traffic. But 
this is for the purpose of fixing maximum rates. Where the 
public authority fixes actual rates, it would seem neither good 
economics nor good business to charge a third-class passenger 
15d. from North Queensferry to South Queensferry. And there 
is a still more serious point. There are a dozen routes from 
Chicago to New York; and the physical valuation of the different 
routes varies enormously. Yet there can only be one rate for the 
same traffic between the two points. How are valuation and 
rate to be brought into relation with one another? It may be 
said that each railroad, taken as a whole, is to be permitted to 
earn a “reasonable return”—which by American regulators is 
usually taken to mean a maximum of 6 per cent. dividend in a 
highly speculative undertaking—on its total valuation. If so, 
seeing that the competitive rates which produce the bulk of the 
revenue must be the same on every system, it would appear as 
though the local traffic on one railroad would have to be carried 
for less than nothing to keep down the dividend, while on another 
road the local rates might have to soar to the empyrean. But on 
these interesting points Professor Ripley affords us no guidance. 
The question, too, of competition needs further elucidation. 
Speaking of the Trunk Line position on p. 486, Professor Ripley 
uses the words, “A permanent condition of monopoly has taken 
the place of unregulated and often destructive competition,” 
which would appear to indicate approval. Four pages later he 
states that ‘“‘since 1900 the entire south-eastern quarter of the 
United States has been consolidated to a standstill.” Surely the 
phrase at least hesitates dislike. Then on p. 574 he says “the 
avowed purpose of the people to perpetuate railroad competition 
is accepted as an established fact.” And he lauds the Sherman 
Anti-Trust Act as having “prevented evil,” the evil being 
apparently restriction of competition. And yet in another connec- 
tion on p. 308, he speaks with apparent approval of “the settled 
policy in the East of recognising and protecting transportation as 
a local monopoly.” If I understand Professor Ripley’s attitude 
on the whole question rightly it is this : competitive new construc- 
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tion and competitive rate reductions are to be restrained by public 
authority. They may even be allowed to pool their traffic under 
public supervision. But the railroads are to be compelled to 
remain independent in order that they may compete in facilities. 
But surely this is impossible as a permanent policy. It lasted to 
some extent in England for a good many years. But, though the 
Great Western short cuts to Exeter and to Birmingham are not 
very ancient history, it broke down as soon as the railroads were 
seriously faced with increased expenses and declining divi- 
dends. Pools and competitions in facilities are ill-matched bed- 
fellows. How little competition in facilities is left in England 
anyone can judge for himself who will compare the improvements 
as shown in Bradshaw for July for the years, say., of 1900-1904, 
with those for 1910-1914. Certainly the railroads of the United 
States have at present no money to spare for the luxury of com- 
petition in facilities. 

Professor Ripley agrees with almost all other competent 
authorities that “the evidence is conclusive that over-capitalisation 
does not exist,” and that the alleged over-capitalisation of American 
railroads is a ‘“‘hoary-headed bogey.” Nor are they earning any 
excessive return on their capital cost. A table given by him 
shows that in the year 1906, a period of great prosperity, the net 
return on all the principal systems, after payment of fixed charges, 
was 6 per cent., and this in a country where according to the last 
census the average return on capital invested in industry was 
12 per cent. And of this 6 per cent. it was only the balance that, 
according to established American practice, after provision for 
non-revenue-earning improvements, obsolesence, and so forth, 
was available for dividend. And the 6 per cent. of 1906 has 
dropped, if I mistake not, to little more than one-half for the 
year ending June 30th, 1914. Professor Ripley fully recognises 
the need for improvement in this respect. He pleads ‘‘emphatic- 
ally” (p. vii.) for “recognition by the State of the right of in- 
vestors, under efficient and honest management by their own 
agents, to a reasonable return.” ‘It may,” he says on p. 327 (I 
think the “may” is typical of his whole attitude), “be sound 
business policy to be more generous—sufficiently generous, that 
is to say, to make it certain that an adequate supply of capital for 
future needs will be forthcoming. The immediate danger is 
assuredly too great niggardliness in this regard. . . There should 
be a frank recognition of the need of an ample return to private 
capital.” And, again (p. 346), “On the whole the average rate 
of return upon the existing net capitalisation is modest enough. 
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It is certainly not more than fair in amount. That it does not 
exceed 5 per cent. at the present time seems to be well estab- 
lished.” But again my criticism is that these few lines of some- 
what half-hearted exhortation to greater generosity must be 
swamped in the mind of the ordinary reader by the pages upon 
pages pointing out how the wings of those responsible for the 
Frisco and the Alton and the Rock Island scandals must be 
clipped. 

One quotation more. 

“The primary lesson [p. 237] to be learned by railway managements is 
that not more than current earnings, but at all times far less, should be 
distributed in the way of dividends. The moral for the public is that it 
must be prepared to countenance such rates as shall yield a substantial sum 
in addition, not only normal rates of return upon capital, but to provide for 
future contingencies, especially the ‘costs of progress.’”’ 

This is excellent, and, though I might not agree with Professor 
Ripley as to what should be regarded as the normal rate of return 
for the common stock of an undertaking as speculative as a rail- 
road in Texas, I could not wish to alter a word of it. This is 
what Professor Ripley really thinks. This is the aim that, if he 
were—as it is to be hoped he may yet become—a member of the 
Interstate Commerce Commissi6n, he will doubtless set himself 
to accomplish. I cannot, however, think that this new book will 
help in that direction. It is surely time, more especially now 
that the railroads have been deprived of the right of managing 
their property, that the “hoary-headed bogeys” of Jim Fisk and 
the Credit Mobilier should be laid to rest. Perhaps the most 
useful contribution to the railway question in the United States 
at the present moment would be an equally well-informed, intelli- 
gent, and honest history and criticism of the faults, both of dis- 
honesty and stupidity, of the public authorities of the United 
States in dealing with their railways. Let us hope that Professor 
Ripley will find time to write it. 

W. M. AcwortH 


PRoF. CARVER ON SOCIAL JUSTICE. 

Essays in Social Justice. By T. N. Carver, Ph.D., LL.D., 
David A. Wells Professor of Political Economy in Harvard 
University. (Published on behalf of the Harvard University 
Press by Humphrey Milford: Oxford University Press. 
1915. Pp. viiit+429. 8s. 6d. net.) 

It would appear that Professor Carver’s new book is made up 
largely of occasional papers and addresses : the result is that the 
book as a whole is not only somewhat disjointed and unequal in 
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value, but is also much too full of almost verbal reiteration—as 
would have been made still more apparent by an index. It is, 
however, unlikely that the author of The Distribution of Wealth 
has not much to say that is worth the attention, not only of the 
somewhat “suspect” class of ‘“‘social reformers” (for whose in- 
struction and amendment he seems to be mainly concerned), but 
of the narrowest and straitest sect of economists. It need 
hardly be said that he uses his powers of economic analysis to 
very useful and effective purpose: his application, for instance, 
of the “law of proportionality ”"—which he regards as “the most 
fundamental law in the whole field of economics”—and of the 
significance of the “limiting” factor or factors in production, is 
particularly noteworthy. The same may be said of an important 
chapter on the “Distribution of Taxation.” On the other hand, 
there is much in the book that might appear to be an elaboration 
of the obvious. Nor are the polemics always as relevant as they 
are vigorous. They are effective enough against popular pro- 
grammes and fallacies, whether they represent the economic 
delusions of the rich or the “so-called friends” of the poor. But, 
to take only one instance, his point (which gains nothing by 
repetition) against the demand for “industrial democracy” misses 
the heart of the demand : which is not for freedom of competition 
or of consumption, but for the economic freedom of the workman 
in the sense of his obtaining some kind of control of the industry 
by which he lives. It cannot be said that in this sense “industry 
is already more thoroughly democratic than government.” Then, 
again, Professor Carver always envisages Socialism under the form 
of State Socialism, that is, of public, or “political,” as against 
private employment. He takes no account of the fact that 
perhaps the most typical expression of latter-day Socialism is its 
antagonism to any kind of State control, or at any rate adminis- 
tration, of industry. In many places, indeed, he does not do 
much more than reproduce, in a rather more austere way, the 
contention of Syndicalists and gild Socialists. Nor, indeed, so 
far as State Socialism takes the form of State regulation rather 
than of State ownership or administration, does he appear to 
recognise that this tendency (to which he gives definite if qualified 
approval), as summed up in the policy of a “national minimum,” 
is directed by just those ideas of “human selection” and “stand- 
ardisation”’ which the Professor himself opposes to what he 
regards, and rightly regards, as the disintegrating and retrogressive 
ideas of popular Socialism. On the other, it cannot be said that 
the higher criticism of modern Socialism has permeated the type 
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of Socialism with which the author is directly familiar. There 
is much indeed in the Socialist, or, for the matter of that, in the 
anti-Socialist, propaganda of the times on which the dry light of 
Professor Carver’s reasoning is shed with penetrating effect; but 
there also seems to be a rather unnecessary, or at any rate dispro- 
portionate, slaughter of the slain. 

The leading motif of these “Essays on Social Justice” is the 
view that the social, as also the moral, problem is essentially 
a problem of adaptation or adjustment to “the material uuni- 
verse,” that is, to the world as it inevitably is, and not as we 
might like it to be. The test of social policy and of practical 
morality is that “it works” —a somewhat ambiguous formula, as 
it is also cited in favour of the “supreme merit” of the trade 
union policy of the closed shop—which is “neither fair nor right.” 
What he means is that the study of the social reformer must be 
“objective rather than subjective”; he must study the laws of 
economic and social development rather than his own “senti- 
ments ’—in Platonic language, he must see to it that his pur- 
poses are grounded on fact and reality—and this again means to 
Professor Carver a study of the conditions of “moral selection and 
survival.” It is not so much that what survives is good as that 
what is good survives. It is to be observed that the author (who 
in this as in other respects finds his spiritual affinity in the older 
and more “objective” economists) is not afraid to speak of 
economic “laws” sans phrase. The problem of social justice 
arises out of the conflict of human interests ; justice itself is “that 
system of adjusting conflicting interests which makes the group 
strong and progressive rather than weak and retrogressive.” Thus 
the ‘will of the people” is a mere will of the wisp, and “it is 
depressing to think how little human likes and dislikes count in 
the long run in social wisdom.” We must be the slaves of facts if 
we are to become masters of them; and it is clear that the late 
William James is not a prophet in his own university. The world 
is not “plastic”: it is simply there; and it would appear that 
Professor Carver would have none of Mill’s distinction between the 
“laws” of production and of distribution. In the same fashion 
again, as Plato, he affirms that “virtue and strength are identical,” 
and ‘“‘that is strength which in the end brings survival.” Thus 
the “true system of morality,” just as much as the “true church,” 
will be “determined by the laws of selection and survival.” It 
follows that the determination of social justice lies not so much 
with the moralist as with the economist. This is a new and 
rather refreshing version of the economic interpretation of history, 

No. 99.—voL. XXv. DD 











386 THE ECONOMIC JOURNAL [SEPT. 


as also, in these days of economic doubt, a rare exaltation of the 
office of the economist : it is not his business to feign hypotheses, 
but to state the stern and unyielding fact. 

The ultimate basis of all social conflict is to be found in 
economic scarcity of one form or another, and “economy always 
and everywhere means a threefold conflict : a conflict between 
man and nature, between man and man, and between the different 
interests of the same man”—which is the author’s interpretation 
of the origin and nature of the problem of evil. . It follows that 
“the economic problem is the fundamental one, out of which all 
other social and moral problems have grown,” and if there is such 
a thing as a master-science, economics has the first claim to that 
position among the social sciences. The consideration that “all 
our modern problems” of economic and social justice grow out of 
“economic rather than religious” conflict suggests a new réle— 
or rather, perhaps, a new propedeutic—for the “preacher of 
Righteousness” and the exalter of nations; for the “unifying 
principle” in the relations between man and man is an economic 
one. In another context “Righteousness” is defined as “the 
economising and utilising of human energy, an application of it 
to the building up of a strong, prosperous society.” A chapter 
on the principle of self-interest—or what the author prefers to 
call “self-centred appreciation”—which is complementary as a 
source of conflict to the scarcity of desirable things, is framed on 
the same lines, and may be said to be a real addition to the litera- 
ture of the subject. In the following chapters the author makes 
effective play with the distinction between competitive production 
(which always works well), competitive bargaining (which some- 
times works well and sometimes badly), and competitive con- 
sumption—to which an unduly restricted meaning is given— 
(which always works badly). These forms of competition are 
in their turn contrasted with “political competition” or the 
“lower” form of competition involved in the substitution of public 
for private industry—to the perils of which the author, as becomes, 
perhaps, an American citizen, is peculiarly but not extravagantly 
sensitive. Good use is made of the distinction between competi- 
tive production and competitive bargaining in the policy which 
Professor Carver advocates towards trusts: take away “the only 
real superiority of the trust”—that is, its power over prices—and 
“enable the outside concerns to match their productivity against 
that of the trust,” and competition will then “force the trust to 
break up into its most productive units, as distinguished from 
the most efficient bargaining units.” This means that something 
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else must be added to economic competition to secure its “bene- 
ficent’’ working in “the order of nature” ; and this something else 
is “the very careful and strict Government supervision and inter- 
ference.” Here we have the meeting point of the old and the 
new economists. Men are led as by an invisible hand to promote 
the public interest while trying to promote their own: but 
Professor Carver adds in italics the proviso—only “under proper 
Government interference and control.” It is the task of this 
more visible and palpable hand to “distinguish accurately between 
economic and uneconomic activities, and to suppress the latter 
efficiently.” It is curious that the author makes so light of the 
question whether any actual Government is competent for the 
difficult and delicate tasks that he appears to press upon Govern- 
ments in general; and it is to be regretted that he should not 
have been more explicit on modes and methods. It is hardly 
sufficient to dismiss it as an administrative problem, and there- 
fore (as Aristotle would say) belonging to another order of 
inquiry. 

Anyhow, it is clear that, if it is still a “gospel of individual- 
ism” that is preached, it is an individualism which (outside the 
field of consumption) is of a definitely limited liability. “A theory 
of distributive justice is a rule for the guidance of the legislator 
rather than the individual conscience,” is a proposition of more 
socialist than individualistic import. But it is not meant to be so 
far-reaching as it looks. If ‘the early apostles of liberalism were 
led to emphasise the need of freer opportunity for enterprise 
rather than that of closer restriction upon harmful methods,” it 
remains for the apostles of the new liberalism (of whom the 
author is one) to “emphasise both needs equally” : which suggests 
a rather fine problem in picking and choosing. To Professor 
Carver, at any rate, “the path of reform lies along the open road 
towards the further suppression of parasitical and predatory 
methods of getting wealth, and towards greater freedom and 
equality in the struggle for wealth along serviceable lines.” It 
follows that “distribution according to worth” is the only sound 
principle for society to follow “in its exercise of legal control 
over the process”; and this (as Aristotle also observed) is the 
principle of social justice. 

Considerations of space prevent one from following the various 
and interesting applications—some almost as indeterminate as 
the principle itself, others comparatively determinate—which the 
author makes of his ruling idea, or again from entering upon any 
detailed examination of his constructive programme. This is 
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nowhere stated in so many words; but a tolerably consistent view 
of it might be gathered from the various essays. It is certainly 
not wanting in robustness or in relevance. He believes in a “‘con- 
siderable extension” of the land tax; but is not a single taxer so 
far as he believes also in a tax on inheritance—the argument 
for the one being “about as strong” as for the other. In the 
latter connection he draws attention to the economic significance 
of the family as the social unit, and points a sharp and effective 
contrast between the principle of “family-building” and what is 
ngt perhaps very elegantly described as the “spawning ” principle 
and process. His way of dealing with trusts is “public price 
regulation.” There are, he contends, no peculiar economies in 
the trust form of organisation which are not more than compen- 
sated by superior economies peculiar to the smaller organisation—a 
somewhat hazardous proposition—and “‘the wisest and soundest 
economic movement now afoot” is the co-operative movement 
among farmers, as distinguished from co-operative farming. As 
to a ‘“‘cure for poverty,” he looks, not to any change in social 
system or machinery, but mainly (and apart from the practice 
of thrift and restrictions on immigration) to “vocational guidance . 
and education.” Applying the law of variable proportions, which 
is in its turn bound up with the fact of “limiting” or relative 
scarcity of the factors combined in a given production, he 
holds that 


“by training the rising generation out of those occupations where labour- 
power is over-abundant and into those where it is under-abundant, you not 
only increase the productivity of every individual so trained, and therefore 
of society at large . . . but you accomplish the still more important result 
of tending to equalise incomes in different occupations.” 

As it is elsewhere put, ‘an abundance of entrepreneur talent 
and a scarcity of labour will bring down the price of the one and 
bring up the price of the other ””—an interesting and suggestive 
application of the law of the equilibrium of supply and demand. 
The problem of distribution is thus ultimately a problem of 
production, and Professor Carver looks for its solution in a 
direction that is equally opposed to the popular notions of extreme 
socialists and extreme capitalists. The one thing needful to 
“help labour” is to make it “scarce and hard to find.” In this 
way only, it is contended, can equality and freedom be combined. 

‘“‘He who has consciously and intelligently done something to increase the 
demand for labour, or to reduce the supply of it, has a right to speak on 
the labour problem. All others who exercise their verbosity in this field 
are mere charlatans.”’ 


There is evidently much virtue in “intelligently.” 
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Enough has been said to indicate that this volume of essays 
contains plenty of virile and (in a degree) wholesome doctrine ; 
on the other hand, it is only to be expected that a mode of think- 
ing which dwells so exclusively on certain neglected elements of 
social theory should itself tend to neglect other elements. As 
already suggested, moreover, the author is nearer to a certain 
type of socialist thought, in his criteria of social progress than 
he appears to suspect. His book is really quite as much a chal- 
lenge to the unthinking individualist as to the unthinking 
socialist—to the individualism quite as much as to the socialism 
of the street. If, again, he seems to reduce the demand for a 
scientific treatment of life to its lowest economic terms, the 
abstractness of his method is at once its strength and its weak- 
ness; nor is it abstract in the sense of not being enforced with 
a variety of interesting detail and apposite illustration. It is a 
bracing as well as a provocative book, which no one can read 
without profit or stimulus; even if it might be wished that it 
was more of a book than an amalgam of essays, and, above all, 
that it had in all cases an analytical table of contents, and in 


any case an index. 
SIDNEY BALL 


A CHAPTER IN THE LIFE OF JOHN LAW. 


Un Capitolo della Vita di Giovanni Law. Da documenti inediti. 
Memoria di Giuseppe Prato. (Torino: Fratelli Bocca, 
1914.) 


TuHIs is not the place or the occasion to enter on the general 
question of the neglect of Italian literature since the middle of 
last century, when the German boom became marked. On the 
plain question of fact there can be no doubt that at present, as 
compared with the first quarter of last century, in this country 
the study of German and Italian have changed places. In the 
former period every well-educated person was supposed to know 
Italian as now he is supposed to know German. ‘That laborious 
people,” as Adam Smith called the Germans, no doubt have their 
merits, but after all “‘Hermann’s a German,” and has his defects. 

Italian works that attain a certain popularity may no doubt be 
read in French or English translations, but many valuable studies 
will not bear the cost of translation into another tongue. 

These reflections were caused by the perusal of a study by 
Professor Prato, reprinted from the Transactions of the Royal 
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Academy of Sciences of Turin. This memoir on John Law, 
although written purely as a study in economic history, is oppor- 
tune in calling attention to certain fundamental monetary prin- 
ciples which seem to be in danger of being overlooked in the 
present war even in this country. 

Altogether apart from the suggested application (about which 
there may be Some difference of opinion) A Chapter in the Life 
of John Law is an excellent piece of work. As Professor Prato 
observes by way of introduction, there was shown in the char- 
acter and actions of John Law a marked contrast of qualities. 
The man and his system (the System as it used to be called) 
can only be understood and appreciated when account is taken 
of this contrast, or series of contrasts, in the life of its maker. 
The life of John Law was a romance of that order of mag- 
nificence and dramatic action that appealed to the imagination 
of Alexander Dumas. John Law was born in Edinburgh in 
1671, of good family on both sides. His father, a goldsmith 
(something of the old George Heriot kind of banker), amassed 
a large fortune and acquired a considerable landed estate— 
Lauriston, near Edinburgh. He died when his son was only 
fourteen and left him his wealth and the estate, from which he 
is always spoken of as John Law of Lauriston. At the age of 
twenty-three John Law killed his man in a duel, for which he 
was sentenced to death but pardoned by the Crown. 

Steps were taken to upset the pardon by the family of the 
dead man, and John Law found it convenient to bribe his keepers 
(he had again been thrown into gaol) and flee to Holland. This 
was in the year of the foundation of the Bank of England (1694). 
He was appointed Secretary to the British Resident and some 
time after married a daughter of the Earl of Banbury. These 
facts are recalled to show that John Law was by no means a 
needy adventurer, but from his youth a man of substance and a 
man of fashion. In an age of gamblers he was also a prince of 
gamblers, accustomed to play for very high stakes and to keep 
his head. From his gambling he gained a first-hand practical 
knowledge of the theory of probability that is the foundation 
of modern banking. In Holland he became familiar with the 
primitive system of the Bank of Amsterdam, which in its origin 
preferred the method of certainty to the method of probability. 
John Law was much struck by the benefits conferred on Holland 
by its banking system. He compared Scotland and England 
with Holland and found that in all the usual elements of economic 
strength Holland was inferior, and yet in the accomplished fact 
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of accumulated wealth greatly superior. This difference was 
accounted for first of all by the banking system. The Dutch 
had discovered the proper use of paper money and the superiority 
of paper to metallic currency. On this point John Law was as 
keen as the latest advocate of the gold-exchange standard. The 
second basis of the economic prosperity of Holland he found in 
the fact that Holland knew better than any other country the 
art of government, including the art of non-government. In 
Holland trade and industry were allowed much more freedom 
for development than in Britain. 

Such were the elements that came to the making of John 
Law’s great System : a first-hand knowledge of banking and trade 
as practised in the richest country in Europe, and a first-hand 
knowledge of gambling and speculation as practised amongst 
people of fashion. 

John Law returned to Scotland when about thirty and tried 
his ’prentice hand in his own country by publishing a proposal 
for a Council of Trade, based on the Dutch example, with his 
own improvements. This scheme was, however, too magnificent 
for the Scotch, and about five years later he published his notable 
work on Money and Trade, with the view of promoting a less 
ambitious scheme, the leading idea in which was the issue of 
bank-notes based on landed security. This scheme was also 
found too advanced for his native country, and John Law resumed 
his old life on the Continent. He gambled his way through 
Europe, indulging in all kinds of speculation, and making a 
special study of the conditions of banking and finance in all the 
capitals he visited. In his gambling, in the narrow sense, he 
played for such high stakes that he used counters to represent 
the gold in the heavy money bags which he took with Lim to the 
tables. As the result of these transactions John Law gained a 
large fortune, and was well known in many of the Courts of 
Europe. 

In the course of his wanderings John Law came to the Court 
of Vittorio Amedeo II. in Turin and propounded for the benefit 
of this Prince a project for a bank. This is the chapter of his 
life (1711-12) that is the subject of the monograph under review. 
Professor Prato has brought to light some documents bearing 
on this project which are of the first importance in tracing the 
development of the System and also in throwing light on the 
character of the man. Some of the John Law documents from 
the Turin Archives had been published by Domenicg Perrero as 
far back as 1874, but by an oversight he had omitted to take 
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account of the most important. It is these documents which 
are now brought to notice in the learned monograph of Professor 
Prato. 

It is impossible in this place to do more than indicate the 
chief results, but before doing so reference may be made to the 
popular opinions on John Law that are still current in the usual 
accounts of the System. This persistence in the popular errors 
concerning John Law is easily explained. The System, as 
actually developed in France in connection with the Bank and 
the Mississippi scheme, gave rise (1720-21) to the greatest specu- 
lative mania on record. For a time France lived in what seemed 
to be a golden age of prosperity—a veritable orgy of paper money 
and peace bonuses. Not only was there a nominal increase in 
the fortunes of individuals, but all over the country, under the 
stimulus of the new money, there was a great outburst of in- 
dustrial activity. At the same time as John Law became the 
most powerful man in France (and perhaps in Europe) he used 
his power for the improvement of taxation and administration, 
applying the ideas he had learned in Holland. Of the actual 
prosperity of France during the first stages of the inflation there 
can be no doubt. 

Unfortunately, though in the first beginnings (1716) the 
finance of the system was on a sound basis, it soon degenerated, 
and in its final stages the issues of paper money were in such 
excess that after the catastrophe the notes became quite value- 
less. After a time of the most buoyant delusive prosperity 
France was plunged in the depths of depression. No terms were 
too hard for John Law, and it was readily believed that from 
the beginning he had been an unscrupulous adventurer only bent 
on his own interests. The most favourable view taken was that 
he did not understand the difference between real money and 
paper, and that he laboured under the delusion that an increase 
of money meant an increase of wealth, and that paper money 
was better for the purpose than metallic money. In fact, John 
Law was supposed to have believed that an abundance of paper 
money was the secret of national wealth. It is true that soon 
after the catastrophe attempts were made to justify John Law, 
but they were swept away by the virulent invective of Duvernay.! 
Unfortunately, Adam Smith accepted this version without any 
reference to the original evidence. ‘The different operations of 
this scheme (i.e., the Mississippi) are explained so fully, so 


1 As Professor Prato shows, the brothers Duvernay had been deprived of their 
lucrative offices by John Law in his financial reforms. 
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clearly, and with so much order and distinctness by Mr. Du 
Vernay, in his examinations of the political reflections upon 
commerce and finance of Mr. Du Tot, that I shall not give any 
account of them” (Wealth of Nations, Book II., Chap. 2). 
Adam Smith goes on to speak of the splendid but visionary 
ideas set forth in John Law’s writings, and visionary if not 
splendid they have been considered ever since in the popular 
text-books. ; 

In his excellent introduction Professor Prato gives a critical 
account of the vast literature which has grown up round John 
Law and his schemes. The nineteenth century saw some 
notable cases of a revulsion in his favour by competent investi- 
gators and enthusiasts. The social effects of the disaster of 1721 
were glorified by Louis Blanc and Proudhon, because in the end 
the people gained at the expense of the parasitical classes. 
Michelet noticed the enlargement of ideas induced by John Law’s 
industrial and colonial schemes, and praised his love of humanity 
and of the working classes, and looked upon him as the forerunner 
of the Republic. 

But in spite of these and other defenders John Law is still 
generally looked upon as the typical inflationist, who was ignorant 
of the elements of sound banking. 

The documents now brought to light by Professor Prato 
dispose for ever of the myth of the ignorance of John Law. They 
show conclusively that he submitted to the Prince of Piedmont 
a scheme for a bank which in its final form was of the soundest 
and simplest order. It was specially sound as regards the con- 
vertibility of the notes. In the first scheme (1711) a provision 
had been inserted providing that in case any note was not 
cashed on demand then all the notes, whether presented or not, 
should bear interest at eight per cent. This was a method of 
deferred or suspended convertibility which was later adopted in 
Scotland with lamentable results. In the final scheme, how- 
ever (1712), the specie held against the notes was to amount to 
no less than 75 per cent. 

In support of his schemes for establishing a bank in Turin 
John Law submitted reasoned memoirs on the nature of money 
and credit with important historical instances. In these docu- 
ments passages are reproduced verbatim from his former writings, 
but there are several new ideas and facts. In one document an 
interesting account is given of the failure in France in 1707 of 
a system of notes which had been issued without proper pro- 
visions for convertibility. 
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There can be no doubt whatever that John Law, at the time 
of his banking projects in Turin, had a thorough knowledge of 
the real meaning of convertibility of notes, and had tested the 
theory by well-known instances, positive and negative. 

He believed, no doubt, that paper money was better than 
metallic money—and not only as a medium of exchange. In 
particular, influenced by the origin of the Bank of Amsterdam, 
he showed that paper money might be more stable in value than 
the actual circulating’ currency. 

The interesting question remains : If John Law knew so well 
what was right, why did he consent to the abandonment of all 
his principles in the great inflation of his Paris bank? If John 
Law was a sound economist, what about the soundness of his 
morality ? 

Professor Prato has done me the honour of referring in most 
appreciative terms to my study of John Law published in 1888.1 
One can read an essay nearly thirty years old with the sangfroid 
of the impartial spectator. I am still of opinion that John Law 
was more sinned against than sinning. He was rushed along 
too quickly by the greedy, ignorant, unscrupulous Regent. He 
believed in his system, and no doubt he thought that given time 
the storm might be weathered. With the greatest courage he 
stayed on in Paris to the end, and he left there the whole of his 
great private fortune. Professor Prato brings out very clearly 
the fact that there were combined in John Law at least two 
different characters, who led different lives. There is John Law 
the writer, a man of mark in the development of monetary 
theory. There is John Law, the practical man of affairs, who 
tried to persuade first his own country and then others to put 
in practice his theory of credit. His scheme offered to Turin 
was in effect, as Professor Prato shows, the same as the scheme 
of his Paris bank on its foundation. Had John Law the banker 
rigidly confined his bank within these limits and restrained the 
too rapid growth of his vast colonial schemes, no doubt he would 
now rank as the greatest financier of history. But the other 
John Law was a gambler, and as a gambler he took chances 
which ought never to have been taken by John Law the banker 


and de facto ruler of France. 
J. S. NICHOLSON 


1 Money and Monetary Problems, p. 165 sq. 
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REVIEWS 


L’ economia del Mundo prima durante e dopo la guerra europea. 
By Mario ALBERTI. (Rome: Atheneum, 1915. Pp. 617.) 


OF the three periods distinguished by the title, the first covers 
the economic cycle of which the development was traced by the 
author in a former work (Verso la crisi, 1914) through several of 
the years preceding the war. Fortunately, the lower phase of 
this cyclical movement, the stage of depression, had been reached 
at the time when the war broke out. 

The economy of the world during the war is first considered 
generally with reference to features common to the nations in- 
volved. Such were the moratoria and other nearly equivalent 
arrangements for avoiding the financial deadlock consequent on 
the outbreak of the war. There is not so much difference as might 
be supposed between the case of a nation like England, in which 
moratorium might be called the rule and obligatory payment the 
exception, and the case of Germany, in which the converse 
arrangement was adopted. Another general incident is the ten- 
dency of the systems disturbed by the outbreak of war to settle 
down to a new economic equilibrium after a short period of 
confusion. 

The disturbance and the settlement are traced in consider- 
able detail in the case of each belligerent and of the leading 
neutral nations. Of these careful studies the two which relate 
to Germany and Austria seem the most interesting; in the 
abstract because they deal with a closed economic system such 

as theorists have contemplated, and with reference to immediate 
interests, because of the abundant information collected by our 
author from technical publications in German which are now 
more than ever inaccessible to the general reader. The judgments 
of German specialists is quoted to show that the preparations of 
Germany for war were not so perfect as is commonly supposed. 
For example, when the railways became blocked by mobilisation, 
there occurred a plethora of vegetables and other provisions in 
some localities, a dearth in others. This temporary want of 
coincidence between demand and supply might have been avoided, 
it is suggested, by a due provision of cars. There was likewise 
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a preventible amount of unemployment. However, no organisa- 
tion could have prevented great losses. The trades concerned with 
the supply of ornaments and other luxuries suffered much. Not 
all of them were so fortunate as the textile industries, which 
turned from the production of fancy articles to supply clothes for 
the army. The manufacture of articles for exportation was held 
up by the English blockade. Nevertheless, the wonderful power 
of adaptation which exists in the economic organism has resulted 
in a new equilibrium—at a lower level of comfort, indeed, but 
still supportable. There is little ground for the hope expressed 
by an English patriot that “Our enemy will be obliged to give 
up the military struggle under the stress of actual starvation.” 
The increase in the cost of living from June to December, 1914, 
is found to be not much more than 16 per cent. 

In Austria-Hungary the transition from peace to war was even 
more violent than in Germany. The economic machine seemed 
at first on the point of breaking up. The dealers in articles of 
luxury, such as porcelain and “passementerie,” were especially 
hard hit. The supply of articles required by the State here, as in 
Germany, afforded some relief. Factories of carpets were turned 
on to the production of blankets for soldiers; manufacturers of 
furniture were able to supply chests for war materials. The 
want of capital, we read, was an impediment to such transforma- 
tions. Agriculture suffered less severely, the deficiency of supply 
being compensated by the rise in price. The increase in the cost 
of living is more serious than in Germany. 

These views of the economic conditions in Germany and 
Austria are confirmed by some financial details which we forbear 
for the present to notice. We shall wait for the appearance of 
the sequel volume promised by Signor Alberti, “On the finances 
of the world before, during, and after the war.” His capacity to 
deal with the subject may be inferred from his study on German 
finance in the June number of the Giornale dei Economisti, which 
will be noticed among Recent Periodicals. 

It will be understood that we have selected only a few items 
from the abundant information presented by our author with 
respect to the war-economy of the Central Empires. We cannot 
do even this amount of justice to his studies on the economic con- 
dition of the other belligerent and of the neutral Powers. His 
information about this country, if not new to English readers, 
is at least presented in a conveniently synoptic form. On matters 
where not only information but an unbiassed judgment is re- 
quired, the view of an impartial foreigner is particularly interest- 
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ing. Here, for example, is in brief Signor Alberti’s account-- 
borrowed from a high authority, Professor Einaudi—-of the so- 
called “‘sugar-war” between Germany and England. Germany 
forbade the export of sugar with the object of stinting France and 
England. The English Government, to avert this danger, bought 
up in America, by methods which sent up the price, eighteen 
millions’ worth of sugar. Meanwhile the Germans, apprehending 
a plethora of the internal market, began to export their sugar. 
But now the English Government forbade the importation of 
sugar. The German sugar had to be sold at a depressed price 
in Holland, Switzerland, and the Scandinavian countries. 
Whence it made its way to America to fill the void caused by the 
English purchases. Thus, after all, the producer of sugar in 
Germany supplied it to the consumer of sugar in England, but in 
a roundabout manner, such that while Germany sold cheap, 
England bought dear. America alone benefited by the tran- 
saction. 

Italy was still ranked among the neutral nations at the date 
when the book left the author’s hands—that is, on the lst of 
March, 1915. From the specially well-informed account which 
he gives of the economic conditions in his own country, it appears 
that the damage occasioned by war to neutrals may be somewhat 
similar in kind and different chiefly in amount from that which 
is incurred by belligerents free from invasion. In Italy there 
was a check to luxury trades, including the business of providing 
for the accommodation of tourists. On the other hand, there was 
a stimulus to the production of war equipments. Commerce 
suffered much, both exports and imports falling off. Yet at the 
moment of writing Italy seemed to be settling down to a new 
equilibrium inferior to the old one, but with some of the advan- 
tages of stability. 

The review of present disasters is not relieved by the prospect 
of a brighter future. There may be indeed a spirit of industrial 
activity on the morrow of peace. But for the most part our 
prophet prophesies evil: deficiency of capital, lowered standard 
of life, rise of interest, check to production. The war will not 
lead to a perpetual peace. With that Utopia will disappear the 
kindred dream of the free traders. For the experience of 
blockaded Germany and Austria has proved that even in modern 
economic life “the indestructible reality is internal production.” 
The old argument—urged in favour of the English corn laws— 
that a country should not be dependent for its means of subsist- 
ence on importations from abroad has acquired new confirmation. 
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It must be admitted, we think, that this contention has weight 
in general and except for the one nation which retains the com- 


mand of the sea. Gn 
F. Y. EpGEWoRTH 


The Economics of War and Conquest: An Examination of Mr. 
Norman Angell’s Economic Doctrines. By J. H. JONES. 
(London: P. §. King and Son, Ltd. 1915. Pp. xvii+ 
160.) 


The Great Settlement. By C. Ernest Fayte. (London: John 
Murray. 1915. Pp. xix+300 and Index.) 


Wuart is the economic case—if there be one—against war? 
Or, more precisely, against wars of conquest waged to-day by 
one civilised nation on another? According to Mr. Jones, it is 
“simple and clear; it is that the certain material cost of war 
and preparation for war is not counterbalanced by the chance 
of great economic gain.” ‘The outlay is greater than the present 
value of the economic return which may reasonably be expected.” 
This, though less emphatic, is seemingly not very different from 
the well-known thesis of The Great Illusion. And yet the 
author, who started, as he tells us, prepared to find Mr. Angell’s 
case irrefutable, was disappointed to find himself unable to 
accept the majority of his doctrines, and entirely out of sympathy 
with his methods of reasoning. 

His point of divergence is set forth quite clearly. The con- 
tention that “war and conquest are economically futile, t.e., that 
they do not result in material gain to the victorious nation” is 
ambiguous. It may mean that the net result is loss—which is 
the author’s view: or that nothing at all appears on the credit 
side of the balance-sheet—which he supposes to be Mr. Angell’s. 
It is difficult to discover any justification for this supposition, 
which could only be supported by forced interpretation of 
isolated passages. Mr. Angell is not oblivious of the credit gains 
—the ‘‘ten seen sovereigns that bulk more largely in the public 
mind than the millions that are out of sight”—though, like his 
critic, he thinks lightly of them. And how would Mr. Jones 
deal with a passage like this? “If the statesmen of Europe 
could lay aside, for a moment, the irrelevant considerations that 
cloud their minds, they would see that the direct cost of acquisi- 
tion by force must necessarily exceed in value the property 
acquired. When the indirect costs are also considered, the 
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balance of loss becomes incalculably greater” (The Great Illusion, 
p. 94). 

This misunderstanding runs through the book. At p. 12 the 
author, by italicising certain words in one half of an involved 
sentence of Mr. Angell’s, and leaving out the second half, which 
qualifies them, draws the ~eowollany" that “defence, as well as 
aggression, is economically futile,” which is not the meaning 
of the passage, and is opposed to Mr. Angell’s most emphatic 
declarations. 

Mr. Jones is somewhat more ennai when he deals with 
particular branches of the thesis. His protest against the 
divorce of political and economic security is well founded. The 
alleged superiority, as investments, of the public funds of the 
small nations is not supported by expert opinion or by any wide 
statistical survey. Mr. Angell’s case would lose nothing by the 
exclusion of this topic, since security, whether political or 
economic, concerns only the defensive aspect of armaments and 
military preparations. 

A specially interesting chapter is devoted to the problem of 
indemnities. The indemnity of 1871, according to the author, 
“‘was no more than a comparatively unimportant factor con- 
tributing to the depression of the ’seventies in Germany.” An 
indemnity, he concludes with Leroy-Beaulieu, is nothing but a 
“transaction in credits,” and he even hazards the conjecture that 
the development of international credit has rather facilitated 
such transactions than made them more difficult. He has 
already contended in Chapter III. that wealth is not, as Mr. 
Angell thinks, rendered incapable of confiscation by becoming 
“intangible”; all that is necessary is that confiscation should 
adapt its methods to the changed conditions. 

Criticism of this kind is not fundamental, but is not without 
importance, and the author, in general, makes his points in a 
manner to which no exception can be taken. He states Mr. 
Angell’s case with accuracy and fairness, and imports no topics 
of prejudice. Here and there passages occur which call for some 
comment. At p. 24 he seems to think that industry is handi- 
capped by borrowing. The contrary is, of course, the case; as 
Bagehot puts it in Lombard Street, “there is a steady bounty 
on trading with borrowed capital.” He entirely misunderstands 
the passage which he cites at p. 39 from The Great Illusion. 
The reference to a fall in German credit is perfectly general, 
and there is no tacit assumption of trading between belligerents. 
The railways of Alsace-Lorraine (p. 99 and note) never belonged 





400 THE ECONOMIC JOURNAL [SEPT. 


to France or to the province. They were the property of a private 
company. At p. 119 the author well says that “all modern 
nations which foster a great variety of industries are probably 
complementary rather than competitive,” because “competition 
results ultimately in readjustment.” It seems, therefore, rather 
inconsistent to assert (p. 121) that Mr. Angell is probably wrong 
in “implyiig that what holds for Germany and ourselves holds 
also for every other pair of nations.” 

Mr. Fayle’s book is accurately described in the publisher’s 
note as a “survey of ali the important problems—territorial, 
racial, colonial, economic and political—which will, or may, 
arise at the close of the present war.” The only portion which 
properly calls for review in this JOURNAL is the chapter in which 
the author discusses ‘“‘The Economic Factors of the Settlement.” 
The principal topic is the problem of an indemnity, the exaction 
of which he seems on the whole to think impracticable and un- 
desirable on any considerable scale, though he admits an excep- 
tion in the case of Belgium. The argument, so far as it is 
purely economic, is mainly rested on the contention that it is 
impossible “to destroy the purchasing power of Germany without 
injury to British trade.” “To the extent to which the payment 
of the indemnity left Germany impoverished, her value as a 
market for the British exporter would be diminished.” That the 
argument, at any rate in the form stated, is untenable, may be 
seen by inverting it. “To the extent to which the non-payment 
of an indemnity leaves Britain impoverished after the war, her 
value as a market for the German exporter would be diminished.” 
The truth, of course, is that the exaction of an indemnity does 
not decrease the total purchasing power of the two nations; it 
simply redistributes it. And in any case we must remember, as 
Mr. Jones pertinently reminds us, that even to cut out totally the 
consumption of a single nation is not quite the same thing as 
cutting out that of the whole world. At present we have no 
commercial intercourse with Germany and her allies, and the 
results, though they may occasion inconvenience, do not spell 
disaster. Again, the author points out that the exaction of a 
heavy indemnity might ultimately result in making Germany a 
more formidable commercial competitor than before. To the 
extent to which she became a competitor, if we may trust 
Mr. Jones’s formula and past experience, she would also be a 
customer. - 

Mr. Fayle, in considering whether the total cost of the war, 
or a substantial portion of it, might be offset by an indemnity, 
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assumes as a basis for discussion that the direct expenditure of 
the Allies for a twelve months’ war would amount to 
£2,000,000,000. Want of space precludes even a summary of 
the argument, but the general conclusion is that while this sum, 
or even a greater one, might possibly be levied by instalments 
spread over a lengthy period, the difficulties of securing payment 
would be practically insuperable. 

The case of Belgium, which he admits as an exception, does 
not appear to be economically distinguishable, except in degree, 
from that of any other country which has suffered through 
German aggression, though unquestionably this gallant and 
sorely-tried nation has earned the moral right to be compensated 
to the fullest extent before any other receives its share. In her 
case, Mr. Fayle thinks that “the transaction will be wholly or 
largely free from any fear of the injurious reactions . . . already 
discussed,” inasmuch as the indemnity is required “for the re- 
establishment of railways, bridges, and roads,” and similar pur- 


poses, and will be paid in the form of materials delivered on the 
spot. The meaning of this distinction is somewhat obscure. 
The form of the payments can make little difference to the loss the 
Germans will suffer in paying them, and similar considerations 
would seem to apply to the case of France, and even to our own 
country in respect of the damage to merchant shipping. 


It is not possible to examine at length the author’s treat- 
ment of other forms of financial or economic compensation which 
have been suggested in place of an indemnity, such as the 
establishment of a Zollverein of the Allies, or the imposition 
of duties on German manufactures. They are nearly all open, 
as he rightly concludes, to serious objection. But there is one 
fascinating suggestion which he mentions merely in passing, and 
does not, at least directly, discuss—‘‘the imposition upon Ger- 
many of a free trade system in regard to the allied countries.” 
Economically, the proposal is unobjectionable ; free traders and 
tariff reformers who quarrel only with “one-sided” free trade 
should welcome it alike. Of course, it is open to other objections, 
of which the most formidable is that fiscal systems are domestic 
concerns with which it is politically undesirable that foreigners 
should meddle. But might this difficulty not be got over, or at 
least mitigated, by offering the free choice between an indemnity, 
in the ordinary sense of the term, and free trade with the Allies? 
A reformed and de-Prussianised Germany might accept the 
alternative with relief, and even with gratitude. 

Mr. Fayle’s conclusions on all these difficult economical 
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problems are set forth with great ability and knowledge and an 
entire absence of dogmatism, and will repay the most careful 
study. Though the rest of the book is not within the scope of 
this review, it is not, perhaps, out of place to call attention to 
the admirable insistency and skill with which the author brushes 
aside all minor considerations and brings racial and territorial 
problems to, the one touchstone—the permanent interest of 
Europe in the freedom of each unit or group of units to develop 


its civilisation in accordance with its own ideals. 
H. H. O’ FARRELL 


The Industrial History of Modern England. By G. H. PErRRis. 
(London : Kegan Paul. 1914. Pp. xix+603. 6s. net.) 
Economic History of England. By M. Brices. (University 

Tutorial Press. 1914. Pp. vit+508. 5s. 6d.) 


THE ideal text-book should combine absolute lucidity of state- 
ment with accentuation of the salient facts and be stimulating 
enough to make the reader wish to pursue the subject further. 
Such books are rare, but it has always seemed to me that Dicey’s 
Law and Public Opinion in England in the Nineteenth Century 
is an instance. 

As a rule, short books covering long periods of history are the 
very acme of dreariness. They usually have as their main object 
the assistance of candidates through examinations. Of such a 
type is Briggs’s Economic History, the ambition of which is the 
provision of “sufficient material to enable students to pass the 
Cambridge Historical Tripos, the Intermediate and Degree exam- 
inations for B.Sc (Econ.) London, and examinations of similar 
standard.” 

Other text-books aim at being interesting to the general reader 
while not disdaining to assist the student ; they attempt to stimu- 
late and not merely to coach. Mr. Perris’s book seems to belong 
to this class. 

Again, there is the third type, the brilliant essay, of which 
Professor Ashley’s Economic Organisation of England, recently 
reviewed in this Journal, is an example. The appeal of such a 
book is to the student who already possesses some knowledge of 
the subject. Mr. Perris’s book hardly attains this rank ; it is the 
production of a clever journalist who has got up the subject 
rather than the work of the master writing out of the fulness of 
his knowledge. It deals with a period hitherto scarcely touched 
in text-books, except by Professor Dicey in his Law and Opinion 
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in England, viz, the last 150 years. Mr. Briggs’s book deals with 
the economic development of England from Roman times down 
to the present day. 

Economic history is peculiarly difficult to compress into a 
small compass, because none of its phases seem to have a definite 
beginning ; there is always some indispensable, long-drawn-out 
preliminary leading up to the big change. One would not 
quarrel with a writer who dated the Industrial Revolution, 
usually placed in the latter half of the eighteenth century, as 
beginning about 1485 or even earlier. There is no such thing in 
economic history as a definite, clear-cut starting point or ending, 
because what is true of one part of the country at a particular 
time is not necessarily true of another part at the same time, 
owing to the astonishing vitality of local survivals such as hand- 
loom weaving, domestic mining or the strip system. Also 
one should distrust the person who talks glibly and without quali- 
fication of “good times” and “bad times,” the truth being that 
people who are prospering hold their peace for fear of the tax- 
gatherer or envious neighbours or the possibility of stimulating 
competition ; people who suffer cry out. It would be easy to 
prove from contemporary records that England has gone down 
hill steadily since the Black Death. Sir John Sinclair thus de- 
lightfully heads a chapter in his History of the Public Revenue, 
1803: “An Antidote to Despondency, or Progressive Assertions 
from respectable Authority tending to prove that the Nation was 
actually undone prior to the Revolution in 1688, and that it has 
remained in a continued State of Ruin or Decay ever since that 
memorable Era.” It is difficult, even when one gets into the com- 
paratively judicial atmosphere of modern commissions and reports, 
to judge whether times were really bad, or whether the impression 
of bad times is not due to an awakened public conscience or the 
efforts of the party in power to attract popular support by a pro- 
gramme of remedies for alleged grievances. Again, the difficulty 
of weighing the evidence in regard to things of ordinary contem- 
porary life, which are too familiar for more than incidental con- 
temporary record, constitutes half the fascination of economic 
history, but makes it a peculiarly unsuitable subject for exposition 
in watertight compartments, so many conditions and qualifica- 
tions being necessary which cannot be included in the space of a 
text-book. 

Mr. Perris’s book appears to be a praiseworthy attempt to 
fill a distinct gap in our nineteenth-century history. The 


effect, however, which the book produces is a confused one. It 
EE 2 
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is difficult to see any good reason for the large number of different 
periods into which the book is divided, namely, nine in a century 
and a half, these main periods being further subdivided into 
45 periods or subjects. The reader cannot get a clear idea of the 
trend of events from a book built up on such a plan. No one 
subject is dealt with at sufficient length to leave a definite impres- 
sion on the mind. In history, if one looks after the pounds the 
pence will look after themselves; but in this book the pounds 
are not sufficiently obvious, and the pennies are overwhelming in 
number. The ideas of causation and evolution are not sufficiently 
emphasised. Mr. Perris indulges in rhetoric in a manner which 
would not be tolerated in a more severely academic work. The 
very titles of his chapters and subdivisions indicate this tendency, 
e.g., “A New Kind of Tyrant,” “The People are Numbered,” 
“In the Shadow of War,” “Unnatural History of the Slum,” 
“New Lamps for Old,” “Round with the Factory Inspectors,” 
“Crusade of the Life-savers,” &c. 

The frequent absence of references, especially when figures are 
quoted, is irritating, and is hardly compensated for by the full and 
useful bibliography for each chapter given at the end of the book. 
For instance, on page 568 there are figures headed “Recent 
Estimates of the Total Capital of the United Kingdom :—-F. W. 
Hirst, 1905, £13,036 million pounds. R. A. Macdonald, 1900, 
£13,500 million pounds.” One would like to know how and where 
these gentlemen made their estimates, so that if necessary one 
could study the data on which they were compiled. 

Again, on p. 570 we read: “Dr. A. Li. Bowley thus estimates 
the wages of adult male workers when in continuous employment.” 
We are not told where Dr. Bowley makes this estimate. After 
considerable search the figures were run to earth in the Con- 
temporary Review, October, 1911, in an article by Mr. Rowntree, 
who states that the figures had been supplied to him by Professor 
Bowley who had prepared them for a lecture given in May, 1911. 
When figures are taken from such a remote source and are already 
three years old, the use of the verb “estimates” is distinctly mis- 
leading. It is useless for practical purposes to head figures 
(p. 575) “Britain’s Best Customers” without giving a reference 
to the Statistical Abstract or other authority. It is equally un- 
scholarly to give an inadequate reference, as on p. 576, “ Pur- 
chasing power of £1,” where the only indication of source is 
given as “Labour Department, Board of Trade.” 

It is not easy to see on what principle Mr. Perris determines 
his many periods. The period 1801-1820 is entitled “From the 
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First Census to Peterloo.” Why is Peterloo epoch-making? 
Again, it is difficult to see why 1821-1834 forms another and 
presumably distinct period entitled “The Lowest Depth.” One 
is equally at a loss to see why the period entitled “The World’s 
Workshop” ends in 1866; one would have thought that this 
prosperous period could have been extended even to 1873. 

Nor does Mr. Briggs’s book manifest in any greater degree the 
characteristics of a good text-book. The narrative is not clear 
and the style is scrappy. He jumps about too much from century 
to century, often on the same page, so that at times it is impos- 
sible for the student to know in what century he is supposed to be. 
Nor is the narrative. always accurate, and there is a good deal 
of careless writing which gives the impression of inaccuracy. For 
instance, on p. 304 a bill of exchange is defined as “really a 
receipt for goods supplied.” It is also rather startling to read 
on the previous page that cheques and bills of exchange, though 
“known” in the eighteenth century, “first because important” 
with the expansion of trade after the Industrial Revolution. Bills 
of exchange were the great medium of commerce as early as the 
time of the Crusades. Gustav des Marez, in his book on “ La 
Lettre de foire @ Ypres au XIII. siécle” (1901), in describing a 
discovery of old bills of exchange at Ypres, shows that they were 
used in almost every species of economic transaction in the thir- 
teenth century. Had Mr. Briggs read Scott’s Joint Stock Com- 
panies to 1720, published 1910-1912, a standard work of which no 
mention is made in his bibliography, he would not have stated (p. 
92) that Elizabeth discovered ‘a rich source of income in patents 
and monopolies.” In the first twelve years of Elizabeth’s reign the 
total income to be devoted to all purposes national and personal 
averaged £220,000 a year, and between 1598 and 1603 it had 
risen to £325,000 net, but it was lower from 1590-1598 (Scott, 
ITI., pp. 485-509). This small increase, as Dr. Scott shows, was 
not due to patents and monopolies. Mr. Briggs apparently never 
consulted Dr. Gonner’s book on Common Land and Enclosure 
(1912), or he would not state (p. 170) that an enclosure movement 
“resembling the Tudor activity” “begins” about 1760. As a 
matter of fact, enclosure of various kinds continued all 
through the seventeenth century. As in his bibliography Mr. 
Briggs gives Prothero’s Pioneers and Progress of English Farm- 
ing, published in 1888, as a standard work, he is presumably 
unaware that it has been superseded by that learned author’s 
English Farming, Past and Present, published in 1912. If he 
had known this, and also of the existence of Professor Levy’s Large 
and Small Farms, the chapter on the Agricultural Revolution 
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might have been better. In the same way, if Beer’s great books 
on the Old Colonial System had been utilised, the account of the 
Colonies might not have been so inadequate as to be misleading. 

As an example of Mr. Briggs’s scrappy style and untrust- 
worthiness of statement one may take pp. 428 and 429. The 
chapter is headed London: “The Hanse, gradually undermined, 
had been obliged to leave the Steelyard in 1578; Gresham was 
their chief opponent.” They really left the Steelyard in 1598, 
but in 1578 they were put on the same footing as other 
merchants alien, i.e., they merely lost their privileged position. 
Their chief opponent at that time was not Gresham, but 
the Company of Merchant Adventurers. A little further on 
we read that “the Protestant immigrants were badly received. 
The Law of Edward VI. was repealed.” There is no indication 
whatever as to the date or scope of this “law.” There was certainly 
no public statute passed in the reign of Edward VI. prohibiting 
alien immigrants which had to be repealed, which is the implica- 
tion in the text. He goes on to say, when speaking of these 
immigrants : “Further, the craftsmen disliked the competition of 
men not always possessing the same traditions of high quality in 
their work.” It is well known to anyone who has read Cunning- 
ham’s Alien Immigrants that the Walloon settlers were more and 
not less skilled than the English, hence the great impetus they gave 
to English industry. “With the decline of Venice and Genoa, 
London obtained a new importance as a depot.” The real change 
was not due to the decline of Venice and Genoa, but to the 
rise of the Atlantic as the great trade route of the world, and 
to England’s favourable geographical situation which enabled 
her to become the place of exchange for Northern Europe and 
the New World. “The Goldsmiths’ Company was represented 
in earlier times by individual craftsmen; their business was 
presumably plate-making, but now they began our banking 
system.” There is no indication of the period to which now 
refers. The transformation of goldsmiths into bankers is usually 
held to have occurred during the Civil War. It is therefore 
interesting to hear that “the Goldsmiths received a great blow 
when Charles I. confiscated the deposits in the Tower.” The 
goldsmiths, being used to the custody of bullion, did not place 
it in the Tower, it was the ordinary merchants who deposited 
it there for safety. Gardiner gives the following account 
of the incident: “For some years the king had derived profit 
from a percentage upon the coinage of Spanish bullion, which he 
afterwards transported to Dunkirk. This bullion was now seized 
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in the Tower to the amount of £130,000, on promise of repayment 
six months later.” It was this temporary forced loan which 
led the merchants to entrust their money to the goldsmiths 
rather than to the Tower, and partly started them on their 
banking career. The sentence continues: ‘while Charles II. 
ruined many bankers by closing the Exchequer in 1672.” In 
the introduction to the Calendar of State Papers, Treasury, 
Vol. I., 1669-1672, published in 1908, Dr. Shaw, in dealing with 
the Stop of the Exchequer, says: “I have discovered no 
evidence of the bankruptcy of a single one of them (the bankers) 
as resulting immediately from the Stop. lLindsey’s bankruptcy 
occurred in 1679, Backwell’s in 1682, Vyner’s in 1684, Rowe’s in 
1690, and Prince’s in 1715, and these are the only ones traceable.” 
There were twenty-two bankers to whom the Crown was indebted 
at the time. The way in which Mr. Briggs is apt to jump back 
from one century to another is illustrated by the sentence after 
that dealing with the closing of the Exchequer. He says: “The 
peculiar position of London was intensified by the establishment 
of the Bank of England. The presence of financial ability among 
administrators had been shown by the successful re-coinage of 
Elizabeth.” It is difficult to see the connection between the 
founding of the Bank in 1694 and the financial ability of Cecil 
in 1560. 

It will be seen that neither of these works is likely to become 
the standard text-book of handy size which the teacher of 


economic history would so eagerly welcome. 
LILIAN KNOWLES 


Early Records of the Macarthurs of Camden. Edited by SIBELLA 
MacartHuR Onstow. (Sydney: Angus and Robertson. 
1914. Pp. x+496.) 

NoTHING in economic history is harder to unearth satisfactorily 
than a commercial invention or development—how a new market 
grew, or a new source of supply was tapped, or a new form of 
contract came into being. In commerce there is rarely anything 
so definite as those mechanical inventions, which give precision— 
though a precision which is largely fallacious—to the history of 
manufactures. An organisation, it may be an embryo stock- 
exchange or a price-fixing ring, is found in existence at a given 
date, but its earlier development is generally obscure. That John 
Macarthur of Camden founded the Australasian fine-wool industry 
is an old story. There are, too, a good many more or less 
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legendary stories of how the first parcels of his wool came into 
the clothing districts. Now, in the last forty or fifty pages of 
this collection of family papers, we have something like a com- 
plete inside account of how the Australian merino wool established 
itself on the market. 

After the first tentative sales of sample fleeces, from 1803 to 
1815, the trade began to take regular form. By 1821 the New 
South Wales clips are appearing annually at the London sales, 
and we have reports from John Macarthur to his father of con- 
siderable interest. The Yorkshire buyers are suspected of forming 
the ordinary type of auction ring : very characteristically, for “two 
or three years” they “talked against the wool but still bought,” 
running it down in public and buying quietly through brokers. 
Meanwhile the West of England men—the old manufacturing 
aristocracy—-with equally characteristic conservatism found the 
wool too harsh for their requirements. By 1827, “Mr. Gott, the 
great clothier,” the leader of the Yorkshire trade, “had expressed 
a wish to make a fair trial of the wool.” In 1828 Mr. Varley, 
“a tall stout John Bull-looking Quaker,” while turning over the 
bales in warehouse before the auction, “observed that some of the 
fine fleeces were nearly long enough to comb, and that if they 
could be brought to do so. . . . It might be the means of intro- 
ducing a new manufacture,” as, in fact, it subsequently was. 
By this time a few of the West Country men were coming round, 
though even a year later most of them knew nothing about the 
Australian wool “except from hearsay.” 

We learn, too, that the best merino wool—German and 
Spanish, later also Australian—was not usually sold by auction 
at all, but “by sample and private contract, at a credit of one 
month,” &c. The auctions were frequented mainly by the 
Yorkshire clothiers, who made the middling and lower cloths. In 
short, these records tell almost all that one could wish to know 
of the early commercial history of Australian wool in England ; 
and fill out the picture of the general wool business drawn in the 
House of Lords’ Report on the British Wool Trade of 1828. 

The major part of the book contains—besides family docu- 
ments of great, but not specially, economic interest—the story 
of Macarthur’s flocks, sidelights on the political history of 
New South Wales in early days, and a certain amount of material 
for the history of land tenure and settlement in Australia. Of 
the family documents much the most fascinating are the non- 
economic letters from Mrs. Macarthur to her spinster friend in 
England, Miss Eliza Kingdon, written in the “How is it, my 
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dearest friend, that you are still single” style. Eliza, it seems, 


” 


did not “abate a few of her scruples and marry,” so that, unlike 
her friend, she was never “happily brought to bed of a very fine 
boy.” J. H. CLAPHAM 


Economic Cycles: Their Law and Cause. By H. L. Moors. 


(New York: The Macmillan Company. Pp. 149. Price 
8s. 6d. net.) 


PROFESSOR Moors has taken up again the theory that economic 
cycles are due to cyclic changes in the weather, and applied to 
it statistical methods which had not been introduced when Jevons 
wrote. He considers that he has proved the theory; but his 
arguments are lengthy and not too convincing; they run some- 
what as follows :— 

(i) The rainfall in Ohio (where statistics for seventy-two years 
are available) is approximately represented by a harmonic function 
with two principal periods of thirty-three and eight years (the 
latter having the larger amplitude). 

(ii) The rainfall in Illinois (chief corn-growing state) is closely 
correlated with that in Ohio. 

(iii) The yield of the chief crops in the United States is closely 
correlated with the rainfall in Illinois during certain critical 
months of growth. 

(iv) The yield per acre is so equally ; hence it can be represented 
by a harmonic function with the same periods as the Ohio rainfall. 
(No attempt is made to prove directly that these periods are really 
the most suitable to express the yield per acre.) 

(v) Equations of regression are worked out (a) between the 
total crops and their prices, and (b) between yield per acre and 
price. 

(vi) The deviations in the yield of crops from their triennial 
means, and of the triennial means from the “secular trend” are 
compared with the corresponding quantities for the production of 
pig-iron (taken as index of general trade activity) for the following 
year. The correlation between the former quantities is stated to 
be “direct ’—value not given: between the latter r=0'719. 

On this concatenation, together with some similar calculations 
with regard to general price level, the author considers that he 
has proved his thesis. 

Now the method of investigation adopted in this book is so 
important that it is worth while going into some detail of criticism 
of what seems to the reviewer a rather unpromising specimen. 
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In economics, hitherto, the sources of light available have been 
two: abstract reasoning of what should happen under certain 
simplified assumptions, and undigested statistics as to what does 
happen in the real world. Each of these is important, indeed 
indispensable. Prof. Moore, by the way, is quite needlessly con- 
temptuous of the former, to which he applies the dyslogy of 
“ceteris paribus method.” But though abstract economic reason- 
ing can be put into algebraic symbols, it leads to nothing quantita- 
tive, and, in the opinion of the reviewer, the greatest step forward 
in the science, possible at the present time, is to apply the modern 
methods of statistics to yield quantitative generalisations, under 
the guidance of abstract analysis, and so slowly and cautiously to 
build up flesh on the skeleton of theory. 

There are very few workers in this field as yet, which makes 
it all the more of a pity that one of them should lay himself open 
to accusations of unsoundness. Research along these lines is not 
easy, for it requires a thorough grasp of the mathematical theory 
of statistics, patience to do the lengthy arithmetic involved, and 
ceaseless and acute criticism of the mathematical processes in the 
light of common sense and everything that is known about the 
subject-matter. Prof. Moore is weak in this last arm; he has, 
let us say, the artillery of mathematics and the plodding infantry 
of numbers, but not the aerial corps to save him from making 
attacks in wrong directions. 

Thus, he arrives at the end of 130 pages at the conclusion that 
the deviations (“cycles”) of price level from its secular trend 
(1871 to 1910) are ‘“‘very closely correlated ” with the cycles of the 
yield per acre of the crops, ignoring altogether any possible other 
causes that may have made the course of prices in 1871 to 1895 
differ from that in 1895 to 1910! ‘The correlation is arrived at 
because the secular trend is taken as a linear fall all through the 
period, with, of course, the result that prices in the ’seventies and 
during the last few years are uniformly too high, and during the 
intermediate period uniformly too low; whilst a linear rising 
secular trend, the existence of which is very doubtful, is attri- 
buted to the yield per acre. Thus the empirical law arrived at is 
really introduced by the mathematical processes adopted. Such 
are the traps awaiting explorers in the region of statistics! In 
fact, nothing remains of the eight-year and thirty-three-year 
periodicities discovered a hundred pages further back in the 
reasoning. 

Prof. Moore applies the notion of a linear secular trend even 
to the production of pig-iron—that is, he assumes that in the 
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absence of disturbing causes the production, which was two million 
tons at the beginning, and twenty-five million at the end of the 
period dealt with, would have increased by an equal number of 
tons each year. This does not seem to be making use of all the 
general knowledge of the situation available; it would surely be 
nearer the truth to assume that the production would have in- 
creased by the same percentage each year; but that would have 
given quite a different character to the statistics of deviation from 
the secular trend. : 

The equations of Chapter IV. give correctly the relations 
between demand and price, under the particular ‘conditions ; but 
they are not “demand curves” as defined by the theoretical 
economist, because they do not eliminate the variation of “other 
things,” viz., of population and of general price-level. Hence the 
coefficients of elasticity given on p. 83 are not exact. 

The author thinks he has discovered a new type of demand 
curve, sloping the opposite way to the usual kind! But the curve 
(for pig-iron) on p. 115 is not a demand curve at all, but much 
more nearly a supply curve. It is arrived at by the intersection 
of irregularly fluctuating demands on supply conditions that, on 
the whole, may be regarded as steady but for a secular growth, 
whereas the whole line of argument with regard to crops is based 
on considering the intersection of irregular supply (due to fluctua- 
tions of weather) with a steady demand. 

Prof. Moore writes clearly and arranges his subject-matter 
well; he is doing pioneer work in a very difficult region, and it 
is only to be regretted that his conclusions are often too hasty, 
and so tend rather to discredit the method—which, the reviewer 
would like to repeat, is of immense importance to the future of 
economics. R. A. LEHFELDT 


De theorie van het geld, en het Nederlandsche Geldwezen. (The 
theory of money and Dutch currency.) By H. Fryda. 
(Haarlem, 1914.) 


THERE is both truth arid paradox in this clever and interesting 
book—Mr. Fryda’s degree thesis at Leyden University. The 
fundamental doctrine sustained in it is related to Dr. Knapp’s, 
though not identical :—the essence of money is not a concrete 
material, a metal, but the abstract power to dispose of a certain 
quantity of concrete utilities, which the owner can claim against 
the members of some private or national community. Therefore 
(it is the reviewer who italicises) money does not derive its pur- 
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chasing power from gold, but gold derives its value from money, 
and the purchasing power is fixed by the stamp of the State, not, 
as Knapp says, arbitrarily, but only if in accordance with the 
rules of justice, and so in harmony with the claims and wishes 
of the community. This purchasing power of money is expressed 
by the level of prices. 

The author -defends his theory with great sagacity against his 
opponents, the metallists, who hold the view that the essence 
of money is some valuable material, that money derives its pur- 
chasing power from that material, that paper currency is only 
a surrogate of money, and is only good money as long as it is 
representative of a quantity of gold and can be changed into gold 
or silver. According to Mr. Fryda, the fact that you only accept a 
coin, just as you accept a banknote, because it is money, and 
not to melt it down, proves this contention of his to be right. 

What of this theory? In the opinion of the present reviewer 
the first part is right, the second part is a paradox, and the word 
“therefore”? marks the error. The doctrine that money need not 
be a valuable object is quite consistent with the contention that 
a standard coin derives its value from gold. In the working out 
of the theory I believe the error to be obvious. What does the 
author mean by saying that the State, only when acting lawfully, 
can create good money? In my opinion nothing else but that the 
State only creates good money if it keeps the paper money on 
gold value! What else could it mean? We can only pretend 
that too much paper money is created if the unit has already a 
certain value. And then we must go back to the first moment 
paper money was created to discover that that value was the value 
of some commodity, not a value of its own, harzing in the air. 
Such a currency-system, absolutely divorced from any material, 
is theoretically possible. But we are all well aware that it would 
lead to the utmost confusion. The unit of value would find its 
origin in the level of prices at a given moment, and then would 
move of its own motion. Bendixen has written some very en- 
lightened pages about it (Geld und Kapital, p. 61), but I venture 
to prophesy that no practical financier will ever try the system. 
Of course, it is quite true that the value of gold is influenced by 
all the devices for superseding it; but this is quite a different 
thing. By fixing the price of gold, the State does not fix the 
relation between the value of gold and other commodities, but 
it only fixes the relation between the monetary unit on one side, 
and gold and all other commodities on the other side. 

On the contrary, I believe that the metallistic contention, that 
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money must be gold or representation of gold, is wrong; and here 
Mr. Fryda is right. Money, indeed, is a general power of dis- 
posing of concrete utilities ; but this power can exist in two ways, 
either by a certain commodity of intrinsic value which by its 
qualities is eminently suitable to be accepted by anyone, or by 
directly procuring simply the abstract right to a certain quantity 
of concrete utilities; and this paper money accomplishes. It 
need not represent gold; it only needs to represent a certain 
quantity of commodities, this quantity being determined by the 
value of gold. And it is good money as long as it honestly fulfils 
that task. Gold in currency matters has three functions : first, of 
fixing the value of the unit; secondly, because we know it is 
there in a certain quantity, of keeping up confidence in the other 
money; thirdly (but this is not a principle as international 
organisation may change it) of being the international money. 

Limitation of space has compelled me to direct attention only 
to the fundamental theory of the book, leaving aside the very 
valuable considerations and information Dr. Fryda gives about 
the maintenance of the parity, and the rates of exchange, &c., 
and about the history and the system of Dutch currency seen in 
the light of his theory. 

Reviewing a book as fundamental as this one implies criticising 
it, but this does not exclude sincere praise. Paradoxes are most 
useful things; as a rule they are the result of a great deal of 
reflection, and they again stimulate other people to reflect. It 
is the great merit of authors like Dr. Knapp and Dr. Fryda to 
do away with the error that the modern monetary systems are 
abnormal and wrong. They are right. They realise Ricardo’s 
ideal of a cheap local currency. But Mr. Fryda’s theory goes 


too far, and it is needless to go so far! 
E. C. van Dorp 


Why is the Dollar Shrinking? A Study in the High Cost of 
Living. By Irvine FisHeEr, Professor of Political Economy 
in Yale University. (New York: The Macmillan Company. 
1914. Pp. 223.) 


THE title of this little book to some extent belies its contents ; 
for there is nothing colloquial about either the style or the method 
in which the subject it deals with is treated. The book does not 
profess to be a contribution to the theory of money, but simply 
to be a restatement of the quantity theory, in its correct form, 
in such terms as any intelligent man previously unacquainted 
with economic theory can understand. 


=r 
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The causes determining the purchasing power of money are 
set forth with admirable clearness and lucidity ; indeed, the style 
is so concise and the reasoning so compressed, that it is impossible 
to let the attention wander for a moment without losing the 
thread of the argument. We have here a very fine example of 
the possibility of translating mathematical ideas and symbols into 
vigorous and intelligible prose. 

The very slight chapter devoted to the operation of different 
monetary systems seems hardly worthy of the rest of the book. 
Perhaps the fact that it is intended primarily for American 
readers accounts for the omission of any reference to the gold 
standard or its offspring, the gold-exchange standard. With 
his powers of exposition Professor Fisher should not find much 
difficulty in making the operation of the latter system intelligible 
to the ordinary reader, and it is surely time that the gold-exchange 
standard should be recognised in general works on money as 
being one of the great monetary systems of the world. 

In an interesting postscript written in August, 1914, the 
author discusses very briefly the probable effects of the European 
war on prices. His opinion is that, as England will suffer less 
actual disturbance of industry during the course of the war than 
any of the other belligerents, the general level of prices should 
rise less there than in other countries. But after the war he 


expects prices to rise more in England than anywhere else. 
Finally, at the conclusion of the present volume, Professor 
Fisher promises another, which is to treat of the standardising 
of the dollar—a practical problem of great importance, in the 
working out of which he has already done much valuable and 
pioneer work. C. W. GUILLEBAUD 


Die Bank von England mit besonderer Beriicksichtigung der 
Reservefrage und der Entwertung der Englischen Rente. 
Von Dr. O. Hunrreccer. (Ziirich: Orell Fiiseli, 1915. 
Pp. viit+423. Price 10 Fr.) : 


TH1Is book may be divided into two parts—descriptive and 
critical. The descriptive portion is a straightforward and clear 
account of the London Money Market based upon an explanation 
of the bank return. Dr. Hulftegger is evidently writing 
primarily for those who have a working knowledge of financial 
theory, but who are ignorant of the details of the organisation 
of the London Money Market. The descriptive part of this 
book will not, therefore, contain a great deal that is fresh to 
English readers ; but the numerous historical notes and statistical 
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tables throughout the volume should make it a useful book of 
reference. 

It is in the critical part that the chief interest of the book 
will be found. While the descriptive section covers practically 
the whole financial fabric, the critical portion is confined to the 
subjects of the sub-title, namely the question of the Reserve 
and the Depreciation of Consols. The preface informs us that 
the book was finished just before the outbreak of war. The 
criticisms contained will, therefore, have a permanent value as 
a record of orthodox opinion upon the Reserve question before 
the great testing, as the author gives a summary of the opinions 
advanced and the remedies proposed by leading financial author- 
ities. Indeed, one feels he has been rather too modest and has 
kept his own opinion too much in the background, and it can 
often only be gathered by implication. 

It is easy to criticise after the event, and those writing now 
have an unfair advantage over the prophets. But one or two 
points may perhaps be raised without undue unfairness. For 
instance, our author seems to consider that the Post Office Savings 
Bank should keep a gold reserve, especially in view of the non- 
liquid nature of Consols. He seems to have taken the opinion 
of Joint Stock Bankers too much at its face value, forgetting that 
the Joint Stock Banks now eagerly seek for relatively small 
deposits and the Post Office is distinctly their rival for these, 
and he is therefore led to underestimate the immense faith of 
the English people in the solvency of the State. Last August, 
which rendered all banking assets except Cash-in-hand absolutely 
non-realisable, left the Post Office depositor unmoved, and the 
National Debt Commissioners seem justified in their opinion 
that “in a crisis great enough to shake it” (i.e., confidence in the 
Savings Bank) “recourse would certainly have to be had to paper 
currency.” It is pertinent to ask, however, if such a crisis ought 
not to have been prepared for by the provision not of a gold 
reserve but of a ready printed paper currency. 

Again, in comparing the large reserves held by the Contin- 
ental National Banks with that held by the Bank of England 
it seems to the writer of this review that not sufficient account 
is taken of the different nature of their populations from an 
economic standpoint. Continental nations still contain a large 
peasant population, and to the peasant the ordinary currency is 
still a store of value, a thing it has practically ceased to be in 
this country. People in this country only think of the value 
of the note or coin next day or next week and are not therefore 
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likely to refuse anything which is clearly legal tender. The 
peasant still saves partly by hoarding, and in times of crisis is 
always liable to return to it, especially where there is the memory 
of invasion. Moreover, the danger is greater because the peasant 
is largely self-sufficing. This point was brought home with great 
vividness to the writer, who happened to be staying at a small 
mountain chalet in Switzerland on the outbreak of war. The 
peasants immediately refused to accept paper money of any kind 
or to give change or credit. Now, had the artizans or shopkeepers 
in England behaved thus, a person of common sense would have 
preserved his equanimity, because in our system of society anyone 
refusing available currency would soon be starving. But one had 
an uncomfortable feeling that if the peasants wished to behave 
foolishly they at least would not starve and the occupants of the 
chalet counted their coins anxiously and looked with some affec- 
tion at the domestic fowls. The panic was short lived, but the 
incident showed clearly that the danger of hoarding by a 
peasantry which is self-sufficing is infinitely greater than of an 
industrial population doing so. Therefore the centralising of the 
gold supply is more necessary on the Continent than in this 
country, where the bulk of it could always be quietly and effec- 
tively withdrawn from circulation through the agency of the banks. 

The question of the gold reserve has entered on a new phase 
since last year. Events have shown that the danger of a sudden 
drain on the outbreak of war need not have been feared on 
account of London’s position as financier and creditor of the 
world. That some people had not acted up to their own theories, 
even if those theories were wrong, did perhaps heighten the 
difficulties of last year’s crisis. The difficulty with which we 
are now faced of being temporarily a debtor nation was naturally 
not foreseen, still less that the question of unduly trenching upon 
our ultimate reserve, namely our immense foreign investments, 
could ever become serious. In fact the course of events has 
made the critical part of Dr. Hulftegger’s book valuable more 
as history than as criticism, but we hope that he will fulfil the 
promise of his preface and bring both his narrative and his 
criticism up to date. 

In conclusion it must be noted that besides the statistics 
already mentioned “Die Bank von England” has an excellent 
appendix containing, among other things, a short chronological 
summary of the chief events in the Bank’s history and tables 
comparing the rates of discount of the principal National Banks 
of Issue from 1844 to the present day. 
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Finally, it will be an additional recommendation to many 
English readers that Dr. Hulftegger’s book is written in 
extraordinarily clear and straightforward German. 

MABEL C. BUER 


Finance in China. Chinese Currency and Banking. By 
SRINIVAS R. WacEu. (Shanghai: North China Daily News 
and Herald. Vol. I. Pp. 503. 1914. Vol. II. Pp. 457. 
1915. Price 18s. net each volume.) 


THESE two bulky tomes represent an attempt to make a 
comprehensive survey of the economic conditions of China as 
they exist to-day; a laudable endeavour, but one that was sure 
to fail from the sheer magnitude of the task. Other preachers 
on things Chinese have devoted whole books to parts of the 
subject upon which Mr. Wagel has written only a few pages, 
and if we add to this the author’s confession that the order of 
the topics was not determined by any settled plan we need not 
be surprised to find his acknowledging in the second volume 
that this plan—we had almost said “plot’—has been laid on 
too large a scale. ‘The scope of the original work has conse- 
quently to be considerably widened, and with delightful naiveté 
the writer informs us that he has in preparation two additional 
volumes; one to deal with Taazation in China, the other with 
its Industries and Agriculture. 

The financial history of China, in so far as her relations with 
the Western hemisphere are concerned, is chiefly the history of 
her foreign loans. The first foreign loan was floated in 1865, 
the lenders Russia; and since that date there has been, as the 
author implies, a succession of the most extraordinary and un- 
productive loans in the history of any nation. Extraordinary 
because of the political questions and rivalry which the negotia- 
tions have engendered among the great Powers; unproductive 
because of the wasteful manner in which the loan funds have 
been frittered away. In this connexion these volumes seem to be 
written with a good deal of inside knowledge, fortified with 
information which has been made public as the result of internal 
dissensions among the Chinese statesmen in authority and “old 
jealousies among the lending syndicates”; but, although such 
details form an instructive record of the Chinese incursion into 
the realms of haute finance, we doubt the wisdom of burdening 
an economic treatise with a tale of woe which had far better 
be forgotten. Mr. Wagel’s righteous indignation has the effect, 
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too, of leading him into making sweeping assertions with which 
few people will be inclined to agree: in one place, for instance, 
he informs us that the stock guarantees of salt, land, and tea 
taxes are useless from the point of view of real security. One 
has only to make a cursory examination of the remarkable 
results achieved by Sir Richard Dane in his capable administra- 
tion of the Chinese salt gabelle to be convinced that loans based 
on the security of the salt revenues would be in a relatively 
sound position. Then, again, most people interested in China 
know that land taxation properly carried out should of itself 
return the Empire more than sufficient to meet the amount 
required for the service and sinking funds of her loans: though 
such taxation would fall comparatively lightly on the individual, 
in the aggregate it would prove an invaluable national asset, and 
we remember that as long ago as 1904 the late Sir Robert Hart 
estimated that taxable land in China might be expected to yield 
a revenue of Tis. 400,000,000 (say £45,000,000, taking the Tael 
at 2s. 3d.). 

The Chinese loan policy has always been a difficult subject 
for people on this side to follow intelligently, and the study has 
not been rendered easier by the political importance attached to 
the negotiations. All these matters are dealt with very tho- 
roughly by the author, and the wealth of detail he has gathered 
concerning the formation of the Six-Power Group and the 
negotiation and subsequent issue of the Reorganization Loan 
will be read with much interest. We say ‘“Six-Power Group,” 
but the loan, as is well-known, was floated by the Quintuple 
Group (Great Britain, France, Russia, Japan, and Germany), 
as the United States withdrew from the international consortium 
when the Democratic Administration took office under President 
Wilson. Naturally, the direction of Chinese finance leaves 
much to be desired ; yet we are not inclined to share to the full 
the pessimism with which the writer views many aspects of the 
problem, and while the Quintuple Group obviously is not taking 
a hand in the disposal of loan funds from disinterested motives, 
yet one must admit that foreign control is having a salutary 
effect on Chinese financial affairs, both external and internal. 

The supplying of funds to the Chinese does, perhaps, seem 
like. pouring water down a drain—her capacity to absorb funds 
appears infinite, and in many respects the reader will find that 
these volumes tell a sorry story. In the early years there was a 
venal Court dominated by men of avaricious leanings : the actual 
forces of government were in the background, and each official 
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was intent upon enriching himself as much as possible from the 
public funds to the detriment of the State. The establishment 
of the Republic has in no wise improved the position, and Mr. 
Wagel says it is now a question of how to obtain any revenue 
at all, in contrast to the closing years of the Manchu régime, 
when efforts were at least being made towards increasing the 
revenue. He goes further and expresses the belief that, in spite 
of the fact that the total obligations of China have increased 
by about 30 per cent. in two and a half years, it is almost im- 
possible to expect any revenue from the country unless and until 
a further large sum is spent. Even so, we imagine there are 
plenty of people optimistic enough to aver that funds will be 
forthcoming. If, as we read, there is untold mineral wealth in 
China, we may rest assured that sufficient capital will eventually 
be found to wrest the riches from the soil. From the Chinese 
standpoint it is a question of enterprise and honest management, 
and given these, the working of the various mines should prove 
of incalculable benefit to the country. 

The details of China’s foreign trade are extremely interest- 
ing, and the author’s comparisons are valuable for purpose of 
reference. A few noteworthy features may be mentioned. We find 
that the statistics reveal a remarkable expansion in direct German 
trade, which, at the close of 1912, was valued at Tls. 35,468,771, 
as against Tls. 20,233,724 in 1905. Direct trade from Great 
Britain has decreased, the total for 1912 being T's. 90,755,817, 
compared with Tls. 104,536,613 in 1905. Too much attention 
need not be paid, however, to the British figures, as account 
must be taken of Hongkong’s quota. Undoubtedly a large pro- 
portion of the goods entering Hongkong consists of British 
exports, the greater part of which eventually find their way into 
the Chinese provinces. Some deduction, therefore, must be 
made from the total trade of Hongkong, which in 1912 aggre- 
gated Tis. 251,185,528. Chinese trade with France has im- 
proved, but that of Russia has remained more or less stagnant, 
while the figures for Japan indicate a rapidly increasing turn- 
over. That of the United States shows curious fluctuations, 
but of late years has almost balanced; in 1912 exports and 
imports were practically equal and aggregated ‘T's. 71,247,573. 

The survey of the banking and currency problem is a useful 
and comprehensive piece of work, although we observe a good 
deal of reliance is placed on currency studies previously pub- 
lished by other writers. This is especially the case in Chapter 


VII., which is written on the lines of the works of Sir David 
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Barbour and Mr. J. M. Keynes. This practice of padding 
economic works with the fruits of other people’s labour is on the 
increase with foreign authors, and is one to be discouraged. 
It is doubtless easier and pleasanter to adopt the conclusions of 
other writers in the fond belief that they embody our own con- 
ceptions, but the habit inevitably leads to that mere parrot-like 
repetition -which is destructive of independent thought. 

The Shansi banks, the native banks, and the so-called Pro- 
vincial Government banks, are all exhaustively examined, and 
their operations form an interesting sidelight on Chinese methods 
of banking. Of the provincial banks Mr. Wagel is no admirer ; 
with a negligible capital they appear to have done an extensive 
business, and their operations were carried on with a happy and 
reckless disregard for safety. Their position is analogous in 
some respects with that revealed by the collapse of the Swadeshi 
banks in India. The issue of bank notes in many quarters was 
understood to be an easy way to raise capital, consequently, it 
is not surprising to read that the Chinese have never realized 
the necessity for holding reserves in cash as a backing for paper 
issues. Chinese bankers were not alone in their reckless system 
of business, the merchants had their day too. Before the issue 
of notes they did business on the basis of the amount of silver 
on the market, after the issue of notes they did business, not 
only for the total of the silver, but also for the total of the notes, 
and needless to say, the overtrading which resulted eventually 
led to widespread distress. Most of us have been accustomed 
to regard silver as the root of all China’s currency muddles, but 
after perusing Mr. Wagel’s very able analysis of the paper situa- 
tion one realizes that the existing chaos is in no small degree 
due to the whole-hearted way in which the provincial authorities 
have availed themselves of the printing press for their currency 
requirements. 

Many pages are devoted to currency reform, and the author 
severely criticizes the several schemes put forward by those who 
have hitherto attempted to find a satisfactory system for China. 
Dr. Vissering’s books on the subject are picked to pieces very 
thoroughly, and we gather that Mr. Wagel does not at all favour 
the gold-exchange standard. India’s system is described as a 
‘“‘patch-work arrangement helped by circumstances to benefit the 
people of India,” and there is an implication (a false one, as we 
believe) that the policy carried out there was dictated by the 
interests of the British merchants and manufacturers at home. 
Nevertheless, in his alternative scheme for currency reform in 
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China—one resting on a silver standard with the copper cash as 
the basis, and the silver Tael as the unit of the standard—the 
author seems entirely to lose sight of the evils attendant upon 
the retention of silver as the basis of exchange. The deprecia- 
tion of silver is self-evident, its influence on the rate of exchange 
between China and gold standard countries is still more so, but 
in the opinion of the reviewer the author of these two volumes 
neither appreciates the disastrous effects of a fluctuating and 
falling exchange upon the national welfare of the country nor 
upon its commerce with other nations. It has been demonstrated 
over and over again that the ability to reduce gold prices, which 
is said to be afforded by a depreciating silver standard, must 
always tend ultimately to impoverish the economic forces of 
those nations maintaining such a standard in their commercial 
relations with countries on the more stable gold standard, and 
we commend this fact to Mr. Wagel’s consideration. 

Such are a few of the questions with which the author deals 
in the volumes under review, and while we cannot agree with 
many of his findings, yet we welcome the volumes as a valuable 
contribution to the economic literature of the world. Truly they 
show that China is at last beginning to realise the necessity for 
bringing her commercial and political affairs more into line with 
Western ideals, and last, but not least, there is evidence of a 


sincere desire to put her currency house in order. 
WILLIAM F’. SPALDING 


Readjustments in Taxation. (No. 147 of the Annals of the 
American Academy of Political and Social Science, March, 


1915. Pp. v+275.) 


THIS volume is a collection of twenty-three papers on American 
taxation, together with other general matter. The contributions 
are unequal in value; there is much overlapping and repetition, 
and great variety in the methods and spirit of the different writers. 
Towards the end it approaches a medley, and as most of the papers 
open with an elementary exposition of fundamental ideas in tax- 
ation it becomes a little trying. Nevertheless, it is a valuable 
compilation, full of important matter which no student of 
American problems can afford to ignore, and it would be hard to 
say which is the more interesting, the struggle to get out of the 
terrible tangle of ancient systems or the perplexities of the latest 
self-imposed task. Two notable articles, by Mr. Mortimer Schiff 
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and Mr. Roy Blakey, deal with the new Federal Income Tax, 
and show clearly that some drastic amendments are needed. 
Some of us had grave misgivings at the proposed attempt 
to combine a comprehensive taxation-at-the-source system with a 
very high exemption and abatement limit, and to avoid the result- 
ing avalanche of repayment claims by allowing the normal process 
of deduction to be interfered with by signed notices of exemption 
claim sent to payers by payees before the date of payment. The 
plan seemed to us rather like a bad dream, but the Congressional 
debates were cheerfully oblivious, occupied with matters of appar- 
ently greater moment. Now we may indulge a silent “I told you 
so”—than which the economist has seldom greater satisfaction ! 
The deduction system, which should run smoothly and imperson- 
ally—and which has been in late years somewhat endangered even 
here—has become choked with specific detail and personal 
memoranda. Apart from the disclosures of investments or in- 
dividual circumstances, making rude breaches in the secrecy of 
the tax, the clerical work entailed upon companies and paying 
agents seems to be enormous, and, moreover, is unsweetened 
by “poundage.” The corporation has to surrender to the 
officials the only evidence it ever possessed for its own protec- 
tion from tax liability on the interest to which the certificates 
appertain. The total expense incurred by these methods amounts 
to as much as 25 to 30 per cent. of the tax involved. Even the 
withholding of tax from salaries gives rise to friction and difficulty, 
and some of the provisions, like our own of a similar character, 
may fall into disuse. It is to be understood, therefore, that in 
many quarters agitation is proceeding for “information at the 
source ” to supersede “collection at the source ”—it is that panacea 
of a principle which is implied rather than expressed by all those 
learned, but ill-advised, enthusiasts who ignore the fact that the 
success of our system lies in its attack upon isolated items of in- 
come and its general disregard of aggregations into total incomes 
(except at the instance of the individual seeking privileges), and 
who seek to impose upon us logarithmic self-adjusting screws, 
progressions backed by the calculus, and other “scientific” ex- 
pedients that ignore the very elements of the matter. Anyway, 
the American is trying some information-at-the-source in a 
limited measure, and fails to assemble it usefully even now. 
Evidently the adult digestion has still to be acquired. It is 
interesting to observe that the law is regarded as very “unclear,” 
irritatingly incomprehensible—not a relic of Pitt, this, but the 
considered product of twentieth-century lawyers. There is the 
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usual failure to see that modern life and modern commerce are 
so complex and diversified that to expect a tax form which shall 
read like a pill advertisement on the railway, and yet close down 
upon every case, is asking for the moon. 

The second section, with seven papers under the general head- 
ing “State Problems and their Solution,” has two upon the 
Wisconsin tax, which is an almost unqualified success even in 
its original form. The usual discussion of “double taxation,” 
and taxation of intangible property, with the need of inter-State 
comity and central control, is full and up to date. There is a 
very good summary of the position in various States, with the 
eight different expedients which have been adopted to deal with 
the difficulty of taxing mortgages in the general property tax. 
Excellent, too, is Mr. Howe’s paper on “Central Control of 
Valuation,” and its summary of the powers that are rapidly being 
assumed or sought by permanent commissions: not the least of 
these is the substitution of appointive for elective assessors. The 
elected assessor starts hopelessly handicapped when he has to 
appear to his supporters to confer adequate favours in return, and 
also to appear to others not to be doing so. 

The third section, on Local Taxation, with thirteen papers, 
is largely taken up with the single tax, naked and unashamed, or 
cloaked in various expedients for,exempting improvements and 
buildings. On this question the evidence is conflicting, and clearly 
partisan, but it seems evident that live experiments are in pro- 
gress, and Houston and Pittsburg may be regarded as victims in 
the interests of science. Dr. Nearing has a most informative 
article on the recent increase in Land Values, from which it 
appears that the increase in city land values has been far less than 
that for farm land values, often truly phenomenal, while timber 
land values have been most remarkable of all. 

Professor Seligman’s contribution on “ Newer Tendencies in 
American Taxation ” serves as an introduction to the volume, and, 
like most good introductions, it should be re-read at the end. It 
is a broad and able survey of the curious combination of centrifugal 
and centripetal forces that are now working over the whole field, 
with the breakdown of old systems, and the need for transcending 
artificial State barriers and for coping adequately with the silent 
stealth, the rapid and delicate permeations, and the far-flung 


gigantic powers of modern wealth. 
J. C. STAMP 
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Property and Contract in their Relations to the Distribution of 
Wealth. By Ricuarp T. Exy, Ph.D., LL.D. (London: 
Macmillan. 1914. Vol. I. Pp. 474+4xlvii. Vol. II. Pp. 
420+vu. 17s. net.) 

It is remarkable that English economists have paid so little 
attention to the effect of the law of property and the law of 
contract on, the distribution of wealth. Usually there are some 
rather perfunctory observations on the law of primogeniture—a 
matter of no practical importance, because large estates nearly 
always pass under settlements or wills; but contract is never 
properly considered. Yet a moment’s reflection will show that 
in England the assumption of the law that any two persons of 
unequal economic strength are free to contract as if they were 
on equal terms is a great assistance to those who wish that 
wealth should be very unequally distributed. 

Professor Ely’s book is therefore valuable, but it is rather 
in the nature of a collection of materials and suggestive ideas 
than a well-reasoned treatise. His learning is considerable; he 
is fair-minded ; but he has not reduced his material into a very 
readable form. The full notes at the end of each chapter, the 
appendices and the list of works cited form a most useful mine 
in which the student may dig. 

To the English reader the: most salient fact is the mass of 
evidence which shows how hostile the constitution of the United 
States, as interpreted by ‘judges, is to the poor or the public. 
No doubi the framers of it were undemocratic and had a passion 
for property, but the bias which nearly all judges unconsciously 
exhibit has led to strange results. 

A study of the list of authors quoted shows how little interest 
the French and other Latin races have taken in the subject 
during the past generation or two; all the work seems to have 
been done by the Teutonic and Anglo-Saxon races. But there 
is still plenty of room for thinking. A young man with good 
brains, by working on the material supplied by this book, might 
be able to produce a valuable addition to political and economic 
ideas. Until this is done economists may be advised to read 
Professor Ely’s book, particularly the part dealing with contract. 

C. P. SANGER 


The Panama Canal and International Trade Competition. By 
Lincotn HutcuHinson. (New York: The Macmillan 
Company, 1915. Pp. x+283.) 

THE author of this book has worked at the subject for some 
years past and has travelled extensively in order that he may 
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obtain “spot” information. That the results present any new 
points is not suggested. Official publications and reports, much 
valuable information collected by the author on special features 
of the Canal routes, or the trades likely to be affected, are here 
given in @ convenient and easily handled form. 

The book begins with a discussion of existing trade routes, 
and the cost of building and operating the average sized cargo 
steamer used in international trade is explained and discussed. 
The next two sections describe and analyse the countries border- 
ing on the Pacific and Atlantic Oceans, and give a great amount 
of information which is both useful and interesting. Recent 
trade movements are summed up in a little over thirty pages, 
towards the end of which Mr. Hutchinson comes to the general 
conclusion that “the position of the United States is a peculiarly 
strong one.” In order to emphasise this he devotes nearly ninety 
pages to details of the trade of “ Pacific” countries. 

Kight appendices give calculations as to freight rates neces- 
sary to earn a profit of 25 per cent. (he does not say whether 
this is net or gross), on 3,000-ton 10-knot steamers and 5,000-ton 
15-knot steamers, making use of either the old or the new routes. 
These figures are presumably drawn from American sources, and 
should be carefully controlled before being quoted, except perhaps 
in connection with American commerce. 

Mr. Hutchinson states that the average tramp steamer 
measures 3,000 tons net register, has a cargo capacity of about 
6,000 tons, a speed of 10 knots on a coal consumption of 30 tons 
per day, and costs about $300,000, “while the owners aim to 
make an annual profit of about 25 per cent. on their investment.” 
This may be true of the American mercantile marine, but British 
owners favour a type of steamer measuring 3,000 tons net register, 
with a dead-weight capacity of 7,000 to 7,500 tons. Such a vessel 
will steam 11 knots an hour on a daily consumption of 40 to 45 
tons of Welsh steam coal. The tendency a couple of years ago 
was to increase the tonnage, but, at the present time, owners are 
reverting to the smaller tonnage, but are increasing the speed. 
The profits earned by tramp steamers do not average anything 
like 25 per cent., for, taking the years 1904 to 1911 inclusive, 
British cargo steamer companies were working at a loss. In the 
year 1912, an exceptionally good year, the average profit earned 
was 12 per cent. The average dividend distributed by 86 tramp 
companies registered in the United Kingdom was only 6°82 per 
cent. 

Mr. Hutchinson’s criticisms of the commercial methods fol- 
lowed by American exporters (pages 90 to 97) should be read by 
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British merchants, of whom similar criticisms have been fre- 
quently, but less justifiably, made in the past. 

The effects of Colonial influence on British trade are clearly 
shown, and give an indication that the policy may be developed 
with increasingly satisfactory results when the war is over. 

One had hoped to find in this book a section on the effects of 
exchange.on international trade. This factor was urged upon 
Mr. Hutchinson’s consideration when he read a Paper before the 
1 Royal Statistical Society. The importance of studying rates of 
exchange in this connection can hardly be overstated, for, as was 
then pointed out, unless silver recovers its exchange value, not 
only will China not be able to purchase from the United Kingdom 
and the United States of America, but she may become an exporter 
of many kinds of goods at present produced by white labour. 
Whereas, on the other hand, the recovery of silver would lead 
to a considerable extension of trade between China and gold 
standard countries. This development would come after the open- 
ing of the Panama Canal, but, and this is important to notice, 
would not be a consequence of trading possibilities due to the 
new routes thereby opened to international commerce. 

Mr. Hutchinson has*written a useful book, in which are clearly 
summed up the new possibilities offered to world traders when 
normal times return. But the book must be studied with a certain 
amount of caution, especially so far as some of the statistics 
quoted and the deductions drawn from them are concerned. 

A. W. KirKaLpy 


Report of the Committee on Preliminary Foreign Inquiry—Social 
Insurance Department. (New York: The National Civic 
Federation. 1914. Pp. 101.) 


THE great portion of this careful, candid report by American 
investigators is devoted to a scrutiny of the large schemes of health 
insurance in this country for which Mr. Lloyd George is respon- 
sible. Unemployment Insurance and Old Age Pensions receive, 
it is true, some attention from the Committee ; and, while agree- 
ing with the “objective,” they have been “strongly impressed with 
the dangers and defects,” of all three of the “ British experiments 
in social insurance” which they review. They could, however, 
discover ‘“‘no critical literature” on Old Age Pensions, and they 
allow that in the case of Unemployment Insurance the “scheme 


1 Journal of the Royal Statistical Society, March 1913. 
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was carefully worked out,” and “was based upon reasonably 


accurate data,” and that “probable difficulties were foreseen and 
provided for.” Their animadversion is directed mainly to the 
hurried conception, the disappointing execution, and the far from 
roseate financial prospects of the vast ambitious programme of 
national health insurance, and they have furnished the doubters 
or opponents of that legislative and administrative effort with an 
armoury of destructive argument and awkward fact. They 
approach the matter, it should he remembered, from the stand- 
point of detached observers ; and when allowance has been made, 
as they insist, for the great difference in the economic status of 
the classes in England and in America for whom such provision 
would be designed, and for the small length of time which the 
trial of these measures has hitherto occupied on this side of the 
Atlantic, the evident chariness with which they view the sugges- 
tion that their own countrymen should follow our example is 
significant. Nor are they incautious or uninformed witnesses. 
We doubt whether it would be possible to find elsewhere a more 
compact description of the essential details of the schemes as they 
have been framed and worked, and the authors of the report do not 
advance their conclusions at random or lend their countenance 
to idle or trivial objections. They try, on the contrary, to separate 
what is accidental or transitory from what is inherent and abiding. 
But their indictment is grave and on not a few counts it appears 
to us unanswerable. It confirms, at any rate, our opinion that, 
while the harmful work of demolishing antecedent voluntary 
endeavour seems indubitably in process of final achievement, the 
costly edifice of State officialism erected in its stead betrays 
ominous signs of uncertain foundation and insecure superstructure. 
The architecture has been grandiose and the builders confident, 
but gaps are opening, and settlements have occurred. The Report 
is not pleasant though it may be wholesome reading for English- 
men; but it bears the stamp of frankness and sanity, and it 
deserves attentive study both in this country and in America. 
L. L. PRIcE 


Livelihood and Poverty. By A. L. Bowtey and A. R. 
9) 


Burnett-Horst. (London: G. Bell, 1915. Pp. 222.) 


Tus book is a valuable addition to the small collection of 
monographs dealing with social conditions in individual towns— 
a collection already comprising London, York, West Ham, 
Dundee, and Oxford. 
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The book now under review is devoted to four towns: 
Northampton, Warrington, Stanley, and Reading. It is of ex- 
ceptional interest, not only because it substantially increases 
the number of towns investigated, and thus helps us to gauge 
the extent to which results already obtained may be regarded 
as typical, but because the methods of research which it describes 
differ from those hitherto employed. Former investigators set 
to work to make a complete scrutiny of the town under investiga- 
tion, going from house to house for their information, a process 
which, though having an element of completeness, involved much 
time and expense. Messrs. Bowley and Burnett-Hurst have 
adopted the sampling method, cnly visiting about 5 per cent. of 
the houses in each town. They carefully estimate the probable 
margin of error involved in using this method, and show that it 
cannot materially affect the conclusions to be drawn from the 
given data. Thus with comparatively small expenditure of 
time and money the vital facts with regard to the social con- 
ditions may be ascertained, even in a town of considerable 
magnitude. 

Their inquiry deals with four aspects of social life, and deals 
with them both vitally and comprehensively. Those aspects 
are housing; the constitution of the family, distinguishing 
between earners and dependents, men, women, and children; 
wages and the standard of life of the workers ; and the immediate 
causes of poverty. The whole of the work has obviously been 
done with conscientious care and complete impartiality. There 
has been no attempt to exaggerate or to minimise the import- 
ance of any of the given factors, or to do anything but arrive 
at the actual facts ; and where the authors consider their statistics 
to be based upon insufficient data they frankly admit it. The 
volume, from cover to cover, carries conviction with it, and 
almost compels us to accept the conclusions of the writers, un- 
welcome though these may be. It dispels any lingering hope 
that previous monographs on urban conditions have painted too 
dark a picture and that conditions generally are not nearly so 
bad as one might be led to suppose. The writers say in their 
conclusions : 

“Our figures show that, quite apart from the ‘secondary’ 
poverty of those whose income is injudiciously spent... 
poverty exists in certain places on a scale which is appalling.” 

Taking the four towns together, 16 per cent. of the popula- 
tion investigated were living in “primary” poverty, that is, 
were members of households with incomes insufficient to provide 
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the bare necessaries of physical efficiency, even if not a farthing 
were wasted. Of the adult males, 32 per cent. were earning 
less than 24s. a week. 

Turning to the immediate causes of poverty, it was found in 
14 per cent. of the cases in the death of the chief wage earner, 
and in 11 per cent. in illness or age. Unemployment or irregu- 
larity of work accounted for 4 per cent., and the insufficiency 
of his income to support a family of not more than four children 
for 45 per cent. of the cases. And the writers point out that 
the number of families which pass through a period of poverty 
during a long and critical part of their lives is much greater 
than is shown by any review at a given moment. Many of the 
families now above the poverty line spent years and years below 
it before the children began to earn, while others will drop below 
it as soon as the number of children exceeds the number which 
can be adequately maintained on the father’s income. One of 
the serious facts here demonstrated is that of all the children 
investigated 27 per cent. are living in primary poverty. 

The information furnished with regard to housing is equally 
disquieting. It is shown to be especially bad in the mining 
town of Stanley, where 20 per cent. of the houses investigated 
had only two rooms, and half the working-class houses were 
overcrowded. Striking figures are given showing the effect of 
bad housing conditions on infant mortality. 

Such, very briefly, are some of the intensely disquieting facts 
revealed by the authors. Of course, the number of towns dealt 
with by them and others is not yet sufficient to justify us in 
dogmatising as to whether the results already obtained may be 
regarded as completely typical of the country as a whole. It 
is possible, as Messrs. Bowley and Burnett-Hurst suggest, that 
in the industrial North conditions may be somewhat better. But 
even if that were the case, there can be no doubt, in the light 
of previous investigations, so valuably confirmed by the volume 
before us, that millions of people in Great Britain are con- 
demned to living in a condition of primary poverty, and that 
probably between 20 and 30 per cent. of the whole population 
are living below the poverty line through one cause or another. 

“Actually one half of the households below the (primary) 
poverty line at Warrington and Reading, nearly one half at 
York, and one third at Northampton were living in poverty 
because the wages of the head of the household were so low 
that he could not support a family of three children or less.” 
“It is thus proved,” say the writers, “that a great part of the 
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poverty revealed by our inquiries—and we have no reason to 
regard their results as other than representative—is not inter- 
mittent but permanent, not accidental or due to exceptional 
misfortune, but a regular feature of the industries of the towns 
concerned. It can hardly be too emphatically stated that of 
all the causes of primary poverty which have been brought to 
our notice Jow wages are by far the most important. We will 
go further and say that to raise the wages of the worst-paid 
workers is the most pressing social task with which the country 
is confronted to-day.” 

It is especially important to-day to have the plain truth told 
us with regard to social and economic conditions in our towns. 
When the war is over we shall have to address ourselves seriously 
to the task of reconstruction, and the first step is to know what 
problems we have to meet. Undoubtedly the two greatest of 
them are, first, that millions of our population are receiving 
wages inadequate for the maintenance of physical efficiency, and, 
secondly, that millions are living under housing conditions 
which make full physical efficiency impossible. No nation can 
be truly great which continues to tolerate such conditions when 
once they are clearly perceived, and we owe a debt of gratitude 
to all those who, like the writers of Livelihood and Poverty, 


have revealed the existence and character of the evils to be 


overcome. B. S. ROWNTREE 


The Nature and Purpose of the Measurement of Social 
Phenomena. By A. L. Bowtey, Sc.D. (London: P. 8. 
King, 1915. Pp. viiit241. Price 3s. 6d. net.) ° 


Tus book contains “the substance of five public lectures 
given in the Faculty of Economics in the University of London 
in April and May, 1914.” (Prefatory Note.) 

There are now available for economists, and for others who 
care to use them, vast official and private collections of statistics, 
and Professor Bowley thinks that the time has come to take 
stock of the activities which have produced them, and “to assign 
(them) their place in an organic body of science, to consider 
from the beginning the general objects and methods of social 
investigation, and to inquire how far these objects have been or 
are in the way of being attained.” (p. 4.) 

The book is full of suggestions, both as to the best methods 
of obtaining statistics in various fields of inquiry, and as to the 
uses to which they may legitimately be put when obtained ; and 
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throughout its pages the author points out numerous pitfalls of 
a kind which are not always successfully avoided even by those 
most skilled in the collection and in the use of statistics. 

Chapter IV., on the classification of the members of a nation, 
will probably attract most attention at the present moment, and 
it should be invaluable to those who wish to know how the 
members of a nation should, and should not, be classified. 
Chapter VIII., on the standard of living, will also be of general 
interest ; while the book as a whole should be most useful to all 
who are beginning the study of social problems. It should 
provide a wholesome corrective to those who are inclined to 
use statistical data for the establishment of conclusions which 
statistics alone cannot support; and also for others who are 
inclined to underrate the value of statistical methods as a means 
of adding to our knowledge. 

The author’s hope for the book is that ‘“‘the result of the 
examination will be to appraise, if indirectly, the value, relevancy 
and reasonableness of the general existing stock of statistical 
results, and to suggest some lines of further progress” (p. 18), 


a hope that should certainly be realised. 
H. SANDERSON FURNISS 


Railway Conductors. A Study in Organised Labour. By Epwin 


CLYDE Ropsins. Columbia University Studies. No. 148. 
Vol. LXI. No.1. (New York: Longmans, Green and Co. 
Agents, London: P. 8. King and Son, 1914. Pp. 183, with 
Index.) 


THis study is an important contribution to the history of 
trade unionism. 

It sets forth clearly and in careful detail the rise of a great 
society, the Order of Railway Conductors of America, its govern- 
ment, trade regulations, and beneficiary features. 

The subject is an interesting one, for in many ways the Order 
of Railway Conductors stands out as an exception to the ordinary 
trade union, for example, in its special system of insurance, in its 
claim to jurisdiction outside the United States (in Canada and 
Mexico), and in its prolonged opposition to a policy of trade 
regulation. 

The last point is of great interest. The Order began as “a 
temperance and benevolent society in which fraternal and 
ritualistic features were emphasised.” From its formation in 
1868, right up to 1890, when the members totalled 14,453, it held 
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aloof from labour controversies, at times actually expelling 
members who took part in them, and encouraging members to fill 
places vacated by strikers. This policy was expected to popularise 
the Order with the railway managers, but it is hardly necessary to 
say that the latter misunderstood the aims of the Order. As 
early as October, 1868, the Superintendent of the Chicago, 
Burlington, and Quincy Railroad declared that the influence of 
the “conductors’ union” was hurtful, and that conductors who 
did not leave the association would be dismissed from the rail- 
road’s service. 

Nevertheless, in spite of suspicion without and the constant 
opposition of an active minority within, the Order long dis- 
countenanced strikes. In 1877 the chief Grand Conductor re- 
ferred to intemperance and strikes as the two great evils of the 
railroad labour world, and five years later the Grand Secretary 
and Treasurer of the Order wrote these words :—“I venture the 
assertion that there is not a striker in the United States that is 
not poorer on account of his connection with a strike.” 

When at last, in 1890, the Order found itself compelled to 
adopt a protective policy, it acted with great prudence and con- 
servatism, and as a result the power to strike has been used 
sparingly. ‘The number of members, however, has been more 
than trebled since that year, and 90 per cent. of all the con- 


ductors in the United States now belong to the Order. This 
increase is partly due to good management and the attractions of 
the Order as a friendly society, but it is also due to the fact that 
conductors appreciate the protection afforded them by the Order. 
EK. C. CLEVELAND STEVENS 





‘e 
ON PAYING FOR WAR BY LOANS. 


FINANCE Ministers of the belligerent Governments are no doubt 
aware by now that the thousands of millions which represent the 
value of accumulated capital in their respective countries are not 
a measure of what can be spent on war within one year or even 
two or three years. It is very doubtful, however, whether the 
public, even that part which is more or less familiar with ordinary 
finance, quite realises what is the proper financial measure of what 
a nation can really spend on war in a given time. What are the 
pros and cons of different ways of financing a war? What are 
the effects, immediate and remote, on different classes of people? 
Can the burden be spread to any large extent over the future, 
by effecting loans, instead of having heavy taxation now? Can 
the poor be prevented from suffering? Must war be followed by 
unemployment and depressed trade? These are questions which 
deserve more public discussion than they have yet received. 

The idea that the measure of what can theoretically be spent 
is to be found in the total value of the capital wealth of a country 
is a very natural inference from individual experience. An indi- 
vidual, in an individual emergency, can ordinarily realise his whole 
capital wealth and apply the proceeds to whatever purpose he 
likes. He can give up a stock of goods, such as houses, which have 
present value because they provide a flow of useful service over 
a long period ahead, and he can exchange that value for the 
immediate use of a much larger quantity of present services of 
goods or of men. He can do this because his transaction is a very 
small thing in the whole market. If everyone tries to do this at 
the same time, however, the attempt to turn capital into imme- 
diate income fails. Ten cottages likely to last fifty years may be 
sold and the proceeds used for hiring a factory or a hotel for one 
year, so long as only a few people want to do it. The whole 
nation cannot, however, turn the future services of its cottages 
into equivalent present value of factories or hotels. Taking the 
whole nation, it is the income of present services only which is 
available for any purpose, and this income cannot be appreciably 
increased by trying to anticipate the future yield of existing capital. 

No. 99.—voL. Xxv. GG 
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Looking at the question from a money point of view we see 
that the individual can use his accumulated capital because he can 
find others who will buy it for money with which he can purchase 
whatever form of goods or personal services may be required. A 
whole nation is in quite a different position. Still, the cases of 
the individual and the nation are parallel in so far as necessary 
supplies can be obtained in increased quantities from foreign 
countries without the need of immediate payment. When so many 
great nations are at war, however, it is inevitable that they must 
depend mainly upon their own resources, and what I am concerned 
with here is the question what are the limits to domestic loans, 
and whether by domestic loans it is possible to spread the burden 
over future generations. 

The theoretical maximum war effort which can really be made 
by any country by using its own resources can best be considered 
by imagining the Government to be able to take complete control 
of all persons and property, and to use them for the most vigorous 
prosecution of the war. It is at once obvious that a very great 
part of existing capital cannot be made use of except in the 
ordinary way, and of such as is capable of diversion to other uses 
a great deal must be used much in the ordinary way. If the whole 
nation were to be kept on the scale of living adopted for the British 
Army it would mean good feeding and clothing—better than a 
great many obtain in ordinary circumstances. Probably the 
standard for the non-combatant population could be somewhat 
lower than for the combatants, but practically it would come to 
this, that the great bulk of the expenditure of many of the working 
classes and of the lower middle classes would not be divertible. 
Roughly, say, all income not exceeding £100 per annum would 
represent income not divertible. Of incomes received in peace 
time above £100 per annum a considerable part would not be avail- 
able because it represents (1) services rendered by non-divertible 
property : such as houses larger than the minimum standard, 
theatres, hotels, the whole of the services of some kinds of factories . 
and workshops (distilleries, for instance), and a greater or less 
proportion of many others according to the degree of their diverti- 
bility to uses of war; (2) services rendered by acquired skill of a 
kind not needed either for war or for the necessaries of life—such 
as those of artists, actors, musicians, and many others. 

In a measure the nations at war resemble towns in a state of 
siege. The economic problems are all problems of short periods, 
and arguments depending on how things would work out in the 
long run are not applicable in discussing the immediate situation. 





1915] ON PAYING FOR WAR BY LOANS 435 


That, perhaps, is a reason why economic science, which chiefly 
has been concerned with the “long run” has not seemed to have 
much to say on the problems of the war. 

The conclusion is that the maximum effort is represented 
numerically by the diversion of a proportion of the total national 
income found by subtracting from the total first such sum as 
represents the amount needed to provide whatever is regarded as 
the necessary minimum standard of living for the combatant and 
non-combatant population, and secondly, that part which repre- 
sents services which could be dispensed with, but which could 
not be converted into the production of either war goods or 
necessaries. 

It is questionable whether the most complete possible diversion, 
consistent with the maintenance of a reasonable standard of 
living, would mean that more than one-third of the current income 
of the nation was really available. To make this effort or some 
approach to it by commercial means (i.e., by Government pur- 
chasing and not simply appropriating the services of persons and 
of capital) would necessitate the imposition of an income tax of 
100 per cent. on all excess of income over £100 per annum for 
married men, and a more drastic tax on bachelors and spinsters. 
Whether this would be feasible or not need hardly be considered. 
It is a nice question whether the income to be taxed would con- 
tinue to be forthcoming, but we need not discuss that point beyond 
remarking that certainly a great deal would simply vanish. An 
artist who was fortunate enough to be able to sell pictures in time 
of peace worth £500 per annum would find his market and his 
income gone, but the value which he used to produce could not 
by any financial jugglery be converted into £500 worth of bread 


or ammunition. 


1 It may seem a plausible argument that, the artist not having the £500 to 
spend, we should consider the divertibility of the kind of goods and services 
which he normally would buy with his income, and not the divertibility of his 
own labour. The truth is, we may look at the national income in either of two 
ways with the same result, provided we are consistent in following either the 
one way or the other. We may look at the net services rendered by persons 
and property as income derived by the producer or owner, or we may look at 
the services of goods and persons bought by everybody in spending his income. 
If we take the latter method we must say that the £500 which people would have 
spent in buying the pictures is not divertible to other uses when attempted on 
a wholesale scale in a short period of time. There are many openings for 
confusion on this subject, and it would take too much space to discuss it fully. 
Vide irving Fisher, The Nature of Capital and Income, Ch. IX., pp. 142 and 
143. The concept of income adopted in the article is that of Distribution 
Ledger No. 2 on p. 143. Confusion arises from changing about from one concept 


to the other. 
G@ 2 





THE ECONOMIC JOURNAL [SEPT. 


The value of the artist’s efforts is but one instance of a vast 
number which might be taken as showing the fallacy of estimating 
the theoretically available resources by simply estimating the 
mass of the ordinary income of the nation over what might seem 
to be just sufficient for necessaries. 

To proceed further with the consideration of what can 
practically .be done by a belligerent Government which cannot 
simply seize all persons and property, let us next take a case in 
which less than the theoretical maximum effort is aimed at. 
Suppose the total expenditure in the year is to be equal to the 
total of the normal annual savings in a year. 

There must be, of course, some disturbance of the distribution 
of income due to the diversion of trade from its usual channels, * 
but a large proportion of the population would continue to earn 
incomes and wages as before, and the question at present relates 
to the effect on such people of different ways of raising the money 
for the war, by taxation on the one hand, or by loan. 

Any person normally making, say, £1,000 per annum, and 
saving £100 per annum, which he expects to invest at 4 per cent., 
would much rather that the Government borrowed £100 from 
him than have an extra £100 levied asa tax. If the Government 
borrowed just that sum from him and paid 4 per cent. he would 
feel as if he were no worse off than if there had been no war. The 
future would disappoint him, however, if he found his income tax 
increased by just £4 per annum to pay the interest on the War 
loan. The effect would seem to be just the same in the end as 
if the whole hundred pounds had been taken from him at once as 
a tax. It might happpen, of course, that the distribution of 
extra taxation to pay for the war might not be such as to increase 
this man’s tax by just as much as the interest on the loan he had 
subscribed. As between different persons there might be, and 
no doubt would be, some inequality of the incidence. That point 
will be left aside for the present, however, and we will suppose 
that the subscribers to the loan have to find the interest in the 
future, which is probably what they would have to do in the main, 
taken as a body. 

The important point to notice for the moment is that the 
escape from present burden is to a large extent real, so far as the 
subscribers to the loan are concerned, no matter whether the 
money is taken as a loan or as a tax, so long as it is provided out of 
normal savings. They can “spend” just the same amount of 
money as usual during the war, but next year (assuming the war 
over in one year), and following years, because of the increased 
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income tax, our typical individual has £4 per annum less to spend 
than he would have had if there had been no war. There is this 
difference, however, between the result of the Government taking 
the money by way of loan and its taking it by way of an extra 
heavy tax of £100. As a result of the former policy our individual 
has at the end of the war a negotiable security worth possibly 
£100, probably rather less. In so far as his motive for saving 
might be a desire to have a capital fund available for meeting 
emergencies, he is almost as well off as if he had invested the 
money in the ordinary way in time of peace. 

Similarly, in so far as the motive for saving money is to have 
an income from investments at some future time—say during 
old age—the loan policy is more likely to be regarded as a real 
shifting of the burden from the present, because the stock-bearing 
interest will be in existence. 

If the £100 had been taken by the Government in the form of 
a war tax, however, ought not the individual to consider himself 
in much the same position as if it had been a loan, knowing 
roughly, if not exactly, that in the latter case his future income 
would be depleted by about as much as he would obtain in 
interest? If he simply pays the tax to the Government out of 
the money which he would otherwise have saved, he will not have 
his future income depleted by £4 or so per annum for interest, and 
should he not be able to raise a loan of £100 by mortgaging £4 
per annum of his income? 

There are two points to notice, however. Firstly, the future 
income of A. B. is of more or less uncertain duration. If it is 
derived from personal exertion—e.g., that of a doctor, agent, 
lawyer, &c.—he could not raise £100 on that security at that rate 
of interest. Such a person is clearly better off if he has a Govern- 
ment Stock in return for his £100, even though he has to pay 
additional income tax equal to the interest. The burden is thrown 
on whomsoever possesses in the future income sufficient to bring 
him into the category of income-tax payers. Secondly, who is 
to lend the £100 when the war is over? Everybody is in the 
same boat as A. B., and wants to borrow capital sums, excepting 
those who already have sufficient capital and are interested in 
increasing their capital only for obtaining additional income. The 
latter will lend, but only at an enhanced rate of interest. 

The fact is that if the money for the war is taken from what 
would otherwise have been saved for investment, the rate of 
interest is bound to be raised; no matter whether the money is 
paid to the Government as a tax or as a loan. 
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If the Government wants to borrow all, or a large part, of the 
normal savings, it must offer an increased rate of interest in order 
to divert the money from its usual channels. If it takes the 
money as an income tax, there is the same shortage of new capital 
for investment in ordinary enterprises, and higher bids than usual 
will be made in the endeavour to obtain capital. 

The result must be to throw a future burden on to the rest 
of the population, who will have to pay more for the use of houses, 
ships, flour mills, water supplies, farming capital, and all other 
forms of capital which would, but for the war, have been available 
in increased quantity. It is quite possible that those who derive 
a substantial income from capital may be mo worse off, or even 
better off, as a result, even though they bear the whole of the 
increased taxation needed to pay interest on the loan, or, alter- 
natively, even if they have had to pay the whole of the cost of the 
war by means of a heavy income tax during its progress. 

The extent of the burden placed in this way on the whole 
nation for the future should not be exaggerated, however. It 
is merely a decrease in the normal rate of increase of wealth 
which is brought about. At the worst there might be a total 
cessation of increase, but that is hardly likely in a country which 
is not the actual theatre of war. The economic difficulties of 
finance and unemployment which commonly follow a big war 
carried on abroad are not due in any serious degree to scarcity of 
real capital. The great stock of mills, houses, railways, &c., is 
still in existence, and probably has been increased during the war, 
and not many people are likely to be unemployed on account of 
the non-existence of sufficient mills, &c., for them to work in. 
The common experience on the contrary is that works of all kinds. 
seem to be in excess of the demand for them. The most notice- 
able suffering after a war is due to financial troubles not arising 
from lack of real capital wealth, but caused by financial measures 
of a kind not yet dealt with. If war could be paid for simply 
by transference of current income to the use of the Government, 
no very great inconvenience need be felt in the future, even 
though the income transferred be what would normally have been 
saved. 

The fact is, however, that a Government would be very 
unlikely to be able to obtain anything like all the annual savings 
of the country at any rate of interest which it would be thought 
practicable to offer, nor do Governments venture to obtain such 
large sums by means of very heavy taxation. Our doubled 
income tax seems to be regarded as rather a heroic measure even 
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in this great war. Even when the cost of the war for a year was 
not expected to amount to more than about the estimated figure 
of the total annual savings of a year, the loan and the extra taxa- 
tion together were not likely to result in the provision of the 
money by mere transference of normal savings to the uses of the 
Government. In none of the other countries could there have 
been any approach to such a simple result. What are the other 
methods, then, by which the huge sums required are obtained, 
and what are the effects? 

One method is to create a greater volume than usual of cash 
(possibly inconvertible) and of bank credits. But if we try by 
supplying more money to enable everyone to live as usual, and 
many to live better than usual, whilst millions of men and corre- 
sponding quantities of material capital are being diverted to pur- 
poses of war, prices simply go up more and more. In some 
degree deficiencies may be made up by increased importation, but 
apart from the fact that imports cannot be paid for by mere book 
or paper money, there is above all the physical limitation of the 
capacity of the ships, docks, railways, and wagons available. Of 
course if a limited section of the population can secure a sub- 
stantial increase of income whilst the rest do not, that section 
may be able to live as well as or better than before; but the 
whole country cannot do this. It ought to be impressed upon 
those classes who earn more than the average rate of income that 
in the circumstances of the time every increase of wages or 
income which they obtain helps to send up prices and to make 
things harder for the remainder. War bonuses ought to be con- 
fined to those earning less than the average wages, excepting in so 
far as it is necessary to advance the wages of those engaged in 
producing war material, relatively to the rates paid in less neces- 
sary production, in order to promote the transfer of labour. 

The hard fact must be faced that the poor cannot be pre- 
vented from suffering severely unless practically the whole of those 
earning above the average level put up with deprivation of many 
things they are accustomed to have and to live sparely. It is 
impossible to confine the privation to the comparatively well-to-do, 
because the kind of enjoyments which constitute the bulk of their 
realised income are not capable of transmutation within a short 
period into either food or war materials. A large part of the 
value which is purchased by the well-to-do represents quality of 
goods and services rather than quantity. A rich man may enjoy 
the services of expensive furniture, a large house, choice qualities 
of wine and cigars, an expensive motor-car. He might be de- 
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prived of all these things, but their value would not be convertible 
into bread or meat or war supplies. To some extent, of course, 
the transmutation is possible, especially in the case of personal 
services of servants who may be available for other purposes 
(though not to the money value formerly paid for their services 
in most cases). The chauffeur may drive a van and the motor-car 
may be conyertible into a hospital car, but the highly paid skill 
of the cook, the head gardener, and the fashionable dressmaker or 
tailor will not be represented by corresponding values when 
diverted to some more necessary service. If the rich man’s dinner 
bill is cut down from a guinea to a shilling there will not be 20s. 
worth more of bread or of cartridges made available. In the 
“long run” no doubt economic power is divertible to a pretty full 
extent, but values in a short period are largely not transmutable, 
and sudden and temporary sacrifices by the rich are to a great 
extent merely thrown away. 

In order to make supplies of necessaries as little scarce as 
possible for the relatively poor, all who commonly consume or 
waste more of common goods than is strictly essential must 
economise. There are only two ways of effecting this. One is 
for Government to commandeer the main supplies and put people 
on rations, a difficult thing for a country living so much on 
imports, and the other way is to arrange for only the relatively 
poor to have advances of wages to meet higher prices. 

Unfortunately it is the comparatively well-to-do amongst 
workmen who are in the best position for obtaining advances in 
wages, and amongst the commercial classes there are many in 
an exceptionally favoured position. The latter may perhaps be 
got at by special taxation; the former should be appealed to to 
moderate their demands, not in the interests of the Exchequer, 
but plainly on the ground that every advance to those getting 
already above the average means less for those who are poorer. 
In this connection statistics as to what the average roughly is are 
not unknown to the leaders of the workers. 

So far as practicable it is better to avoid the increase of money 
and inflation of prices. Various expedients may be suggested, 
though in a great war it is hardly possible to find any complete 
remedy. 

To raise all the necessary money by means of heavy taxation 
of incomes is not even theoretically correct, because for the 
reasons explained it means destroying many values without any 
corresponding benefit. Taxes on selected forms of expenditure 
are good, however, in so far as they can be enforced without undue 
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expense. If we want to draw chauffeurs from driving private 
motor-cars and taxicabs to driving army wagons and other neces- 
sary transport work, civil or military, it is better to tax the use 
of private cars and taxicabs than to tax incomes. If we merely 
levy extra income tax many rich men and women wil! economise 
by cutting down their purchases of pictures, jewellery, expensive 
cigars, dresses, &c., with very little advantage to the State. If 
soldiers, mechanics, ships, wood, wagons, horses and drivers are 
wanted by the State in great abundance, it would help if the public 
could be induced not to spend so much money on many news- 
papers which need men to produce and distribute them, mechanics 
of the highest skill to keep their machinery in repair, vast quanti- 
ties of wood to make the paper, and ships to bring the wood from 
abroad, wagons, horses, and drivers to convey the materials from 
place to place. It is these trifling extravagances of the multitude 
which use up resources which are largely divertible to more 
necessary ends.' 

A careful consideration of the question would reveal a number 
of similar directions in which indirect taxation would be of service. 
What is important to remember in all such cases is that it is not 
merely the amount of revenue which has to be taken into account. 
The diversion of labour and capital is also an object, even though 
such diversion sacrifices revenue. That is the fundamental differ- 
ence between the ordinary principles of taxation and those 
applicable to the temporary exigencies of war. 

In this connection it may be observed that a similar distinction 
exists in regard to taxes upon imports. Whatever may be our 
views as to what is sound policy for ordinary permanent taxation, 
the temporary exigencies of war should dictate a policy of taxa- 
tion designed to diminish imports of all things not strictly neces- 
sary, with a view to lessening as much as possible the unavoid- 
able adverse balance of trade. Every importation of goods which 
are not strictly necessary adds to the cost to the nation of the 
goods which have to be imported. Not only is ship space, dock 
and warehouse space, &c., occupied at a time when there is not 
enough to go round, but the difficulty of maintaining foreign 
exchanges at par is increased. It is entirely a fallacy to suppose 
that from a short-period point of view there is no clash between 
individual and social interests in the matter of foreign imports. 
This fact is made apparent in a clearer manner when inconvertible 

1 Of course it is not suggested that newspapers should be abolished, any more 


than taxicabs, but it is absurd that the daily average should be greater than in 
time of peace, 
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paper money is employed. Every importation helps to depre- 
ciate the value of domestic paper money relatively to foreign paper 
or gold, and thus makes more costly the payment for all other 
imports. The substantial effect is the same, though more com- 
plex, when a gold currency is still maintained. 

In conclusion, I suggest that, to minimise the effects of scarcity 
of actual capital, the system of taxation might be modified in the 
direction of making the income tax an expenditure tax. It is not 
suggested that all savings should be exempted. That would not 
be either practicable or desirable ; but savings devoted to certain 
purposes of special public utility might be exempted from income 
tax, e.g., loans for municipal works, for building houses less than 
a certain size or rent, construction of railways at home, and 
perhaps in the Colonies, agricultural improvements, cargo 
shipping as distinct from luxurious passenger liners, &c. It 
should be recognised that it is not a matter of indifference from 
the national point of view how money is invested. If a capitalist, 
from the point of view of his own interests, is in doubt whether 
to invest in building a big hotel, a waterworks, a railway in 
Canada, or a loan to enable Chile to buy battleships, it is better 
for us that he should prefer the waterworks or the Canadian 
railway, because the results of the expenditure in the latter cases 
are probably to increase the supply of things which the poor man 
in this country wants. This, be it noted, is said not in reference 
to the consideration whether the money would be spent in pur- 
chasing directly or indirectly materials in this country. That is 
another question which is rather outside the present discussion. 
It is on the ground of the kind of goods produced, ,and whether 
they are likely to be in demand by and accessible to the poor 
man in this country that it is suggested that the best result is not 
obtained by merely leaving the direction of capital investment 
solely to the self-interest of the investor. 

Further, it might usefully be recognised that the man who has 
an income of £10,000 per annum and saves £5,000 does not really 
“have” the £5,000 which he saves. He lets other people have 
it. True, he accumulates legal possession of an increasing capital 
fund, but until he tries to enjoy his money his possession of it is 
only nominal ; he has the pleasure of directing it for other people’s 
use, like a trustee. The time for taxation is when he ceases to 
let other people use his money. Recognition of this fact in con- 
nection with the income tax might more than counterbalance the 


diminution of the increase of capital during the war. 
C. F. BICKERDIKE 





THE ECONOMICS OF WAR IN GERMANY. 


In December, 1914, January, 1915, and March, 1915, the 
Archiv fiir Soztalwissenschaft und Sozialpolitik issued three 
Kriegshefte under the title of Krieg und Wirtschaft. As these 
are the first detailed writings by German economists on economic 
conditions in Germany since the outbreak of war, they deserve 
a fuller summary than is generally given in these columns to 
the contents of foreign periodicals. The volumes in question 
are of much interest and lift at least the corner of the curtain, 
which has hidden most of the internal activities of Germany 
from us ;—so far, that is to say, as the last five months of 1914 
are concerned, for these articles deal almost wholly with what 
happened last year, and throw little direct light on current events. 

The outstanding features of the first number are two articles 
on Finance and Credit, the one by Georg Bernhard on Die Politik 
der Reichsbank im Kriege, and the other by Professor Jastrow 
on Die Organisation des Kredits im Kriege. The former sets 
forth in a convenient summary the changes, legislative and 
administrative, which were adopted by the Reichsbank immedi- 
ately upon the outbreak of war. By a law passed on August 4th, 
1914, Reichskassenscheine (Treasury Notes) were declared legal 
tender. Specie payment was suspended. The payment of a tax 
by the Reichsbank for excess note issue was also done away with. 
It has been a matter of some controversy whether the 
Reichsbank did well to suspend specie payment at so early a 
date. Bernhard maintains that, as it would have been necessary 
in any case to suspend it sooner or later, there could be little 
object in delay; further, that if gold were to have been exported 
it would probably have been exported to England; and lastly 
and principally, that the export of every million marks of gold 
would have rendered uncovered three million marks of notes. 
This last argument is only partially consistent with the view, 
which he justly maintains elsewhere, that the percentage covering 
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of the notes is, in present circumstances, little better than a 
fiction and possesses little more than a psychological value. A 
pretence that the normal reserve is being somehow maintained, 
Bernhard points out later in his article, is desirable in order 
that the ignorant mistrust of the public may not be awakened. 
Bernhard does not mention that, while specie payment has been 
suspended so far as the public is concerned, considerable sums 
of gold have in fact been exported for the German Government’s 
own purposes, some of which has, as he anticipated, reached 
London. What in fact has happened is that specie payment 
has been suspended, in order that the whole available gold reserve 
of the country may be diverted from its ostensible object of 
securing the note issue and commandeered for Government war 
treasure, to be used and exported for important Government 
purposes. 

Further changes affecting the note issue relate to the legal 
status, in the Reichsbank returns, of loans to the Imperial 
Government and of the Darlehenskassenscheine. Before the war, 
loans to the Imperial Government could not reckon as legal 
cover for the note issue. By the law of August 4th, referred 
to above, three months’ Treasury bills were given for this pur- 
pose the status of trade bills of a similar currency. Bernhard 
points out that the limitation of these Treasury bills to 
a three months’ currency is fictitious, as they can always 
be renewed. This confusion in the Reichsbank’s returns be- 
tween trade bills and Treasury bills renders it impossible to say 
with accuracy at any given moment to what extent the Govern- 
ment is being financed by the Bank. If the German Govern- 
ment are forced by circumstances to carry this system too far, 
so that the note issue is gravely inflated and at the same time 
represented by little but unfunded Government debt, they will 
be risking the stability of their whole financial system. While 
Treasury bills were declared the equivalent of trade bills as cover 
for these notes, the Darlehenskassenscheine were declared the 
equivalent of coin for the same sort of reason, and also in order 
to make it possible for the Reichsbank to exchange Darlehen- 
skassenscheine for its own notes up to any extent without risk of 
infringing legal provisions. 

The state of credit in Germany during the first two or three 
weeks of war seems to have resembled that which we experienced 
here much more closely than we have known hitherto. The clos- 
ing of the Stock Exchange and the complete breakdown of foreign 
remittance seem to have taken their theorists and experts as much 
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by surprise as they did ours. This was a factor which had not 
been allowed for in the preparations which, in other respects, 
had been made in Germany beforehand. The same sort of 
charges seem to have been levelled against their banks as have 
been levelled here. There is little to be said, Bernhard remarks, 
about leading business men in Germany in the first days of 
August, except that they “haben den Kopf verloren.” “Wer 
als Zuschauer den Wirren des ersten Tages nach der Kriegser- 
klarung betrachtend gegeniibergestanden hat, weiss, wie ratlos 
unsere Geschaftswelt und unsere Bankwelt sich zuniichst den 
Dingen, die tiber uns hereinbrachen, gegeniibergestellt hat.” Not 
only was the restriction of credit complete and general, but in 
the first days of August many of the Grossbanken, it is alleged 
with a considerable show of evidence, refused to pay out to 
depositors more than 10 or even 5 per cent. of their accounts. 
The almost complete temporary breakdown of normal credit 
facilities seems to have been one of the contributory causes of the 
widespread unemployment,—far more widespread than ever was 
the case in this country. The whole burden was thrown upon the 
Reichsbank, which seems to have met the situation with courage 
and success. A good many of the emergency measures which were 
taken in Germany in August seem to have been mainly directed 
towards dispelling the credit nervousness, which was then general, 
and have sunk into comparative insignificance more recently. 
Bernhard concludes by drawing the moral of the great superiority 
of public over private enterprise in the matter of banking and 
business; and calls for a still further exaltation of the former 
when the war is over. 

Germans have greatly prided themselves, and with some show 
of reason, on having got through the crisis without a moratorium. 
But in this respect, also, it does not seem to me that the realities 
of the situation were very different from what they were here. 
As we have seen, the banks did not pay their depositors in 
full in the terrifying days of the first week of August, which 
was the only time when our own bankers showed themselves 
recalcitrant. So far, also, as international bills of exchange were 
concerned, the legal position in Germany was not different from 
what it was here. And to meet extreme cases a partial mora- 
torium, after all, was proclaimed. It appears from Professor 
Jastrow’s article that by a proclamation of the Bundesrat, of 
August 7th, all payments could be postponed for three months 
“Provided the situation of the debtor justified it, and delay in 
payment did not bring on the creditor disproportionate damage.” 
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The extreme vagueness of wording in this proclamation naturally 
caused much difficulty of interpretation. Was the damage to 
the creditor disproportionate if the debtor still possessed at the 
moment a chair and a chest of drawers, while it was doubtful 
if he would still possess them three months hence? It was 
provided, further, that the subjects of enemy States could not 
demand payment, and certain protections were granted in the 
case of soldiers serving with the colours. 

The greater part of Professor Justrow’s article is devoted to 
a description of the various credit institutes which were set up 
to supplement the activities of the Reichsbank and of the 
Darlehenskassen. The Darlehenskassenscheine were only avail- 
able for those who could offer specific types of security. The 
Kriegskreditbanken were designed to assist those who could only 
offer personal credit, or such security as would not be accepted 
by the Darlehenskassen. These Kriegskreditbanken, which were 
set up by municipalities, trade associations, insurance companies, 
and others, took a great variety of forms, some of them of a 
semi-philanthropic character. The interested reader is referred 
to Professor Jastrow’s somewhat full analysis. 

These articles are followed by two descriptive accounts from 
the pen of Dr. Lederer of the organisation of industry during 
the war and the state of the labour market. The first of these 
studies is rather disappointing and tells very little which could 
not be surmised @ priori. It is interesting to note, however, 
that in the early days, when it was anticipated that the war 
would be a short one, the pressing problem was believed to be 
the reorganisation of credit rather than of industry, and on such 
lines that industry might be enabled to continue as much as 
possible as usual until the cessation of hostilities. The necessity 
for a fundamental reorganisation of industrial activity does not 
seem to have been realised in Germany any sooner than it was 
here. The first fact to become prominent was, of course, the 
enormous stimulus and benefit derived by the agricultural in- 
terests at the expense of industrial interests in general, the 
armament business excepted. 

Dr. Lederer’s account of the labour market in August and 
September, 1914, is better illustrated by facts than his too 
general description of the industrial situation. The proportion 
of trade unionists called up to the colours in the first three weeks 
of August seems to have been, on the average, about 20 to 25 
per cent. In some industries, however, it was as high as 35 
to 40 per cent. In the Union of Metal Workers 24 per cent. 
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of the members were called up, showing that discrimination 
between industries, outside the actual firms already engaged in 
the production of munitions, was little better understood in 
Germany than it was here. 

It seems to have been believed in advance, not unnaturally, 
that the calling up of such great numbers of men to the colours 
would counteract any tendency towards unemployment. Yet 
this did not prove to-be the case. In addition to the men 
called up, a further 20 per cent. approximately seem to have 
been unemployed on the average of the principal industries, the 
actual figures varying from 10 per cent. to 50 per cent. So 
complete, therefore, was the failure of industrial reorganisation 
in the first two months of war that the reduction in productive 
activity was very nearly 50 per cent. and double what was 
necessitated by the withdrawal of labour to military uses. 

The reduction of this enormous volume of unemployment was 
one of the principal preoccupations of German economists in 
those two months, and numerous conferences and discussions 
were held, it seeras, in Berlin. The public were besought not 
to postpone their demands, but to purchase, what was necessary, 
as nearly as possible as usual. The discovery that the funda- 
mental difficulty would turn out to be not unemployment but 
shortage of labour had not apparently been made at the date 
when Dr. Lederer was writing his article. 

One other minor point is worth noticing. By a law of 
August 4th, 1914, the rules governing sickness and accident 
insurance were considerably modified with a view to effecting 
a saving for the State. 

An article by Dr. Lindemann exhibits in an interesting 
manner the activities of local bodies in a great variety of matters. 
Decentralisation seems to have been carried out in Germany to 
a considerable extent, and a number of important duties have 
been laid upon the local authorities. These relate partly to 
billeting arrangements and the procuring of proper sanitary pro- 
visions for troops quartered in any district, partly to the support 
of the families of soldiers, a substantial share of which was 
thrown on the localities, and partly to measures for dealing 
with those suffering from sickness or unemployment. Kriegs- 
fiirsorge of every kind seems to have been elaborated locally in 
the fullest detail. 

This issue also contains an article by Professor Brentano on 
the war and on the avoidance of its recurrence. Professor 
Brentano bases his hopes on the internationalisation of the sea 
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and of the establishment in the future of such union between 
civilised peoples as may make impossible the recurrence of such 
misfortunes as those which the world now suffers. 

The most striking feature of the second issue (published in 
January, 1915) is a lengthy article by Eduard Bernstein on Die 
Internationale der Arbeiterklassen und der europdische Krieg. 
The object of the Social Democratic leader is to justify the 
action of the Socialist parties throughout Europe on the outbreak 
of war and to demonstrate the consistency of this action with 
their previous pacifist principles. In this task he is largely 
successful. One supposed weapon of the Social Democracy for 
the maintenance of peace—the General Strike—has proved, he 
admits, a complete failure. The complication of economic and 
psychological influences, which immediately assert themselves 
on the outbreak of war, is far too great to permit of so definite 
a policy on the part of the masses. For one thing the workers 
were full of fears of impending unemployment—which did not 
create a good atmosphere for the proclamation of a strike. 
Bernstein describes in striking terms the confused and bewildered 
feelings of the first days of August. The “‘objectivist” voice of 
the leaders of the proletariat was drowned in the shrill cries 
of “national” hatreds which instantly arose from the whole 
Press. At this critical moment they felt isolated, alone, shaken 
by the surrounding pressure into momentary distrust of the social 
significance of their own movement. At that time information 
was scarce, the rights of the case were doubtful, and it was 
impossible for anyone to reject the possibility that a strike 
against the war might be after all a strike against the legitimate 
defence of their country from aggression. Besides, the mobilisa- 
tion and the proclamation of martial law upset all things, and 
the propagation of an anti-war policy became punishable in the 
last resort by death. “The idea of fighting war by means of 
the General Strike,” Bernstein concludes, “in the manner 
advocated in the Socialist Congresses at Stuttgart, Copenhagen, 
etc., has been shown by the experiences of the first weeks of 
August, 1914, to be unrealisable, and should be cut out of the 
agenda of all future congresses.” 

But although this particular weapon broke in the hands of 
the leaders of Social Democracy, Bernstein seeks to absolve these 
leaders, both in Germany and elsewhere, of blood-guiltiness. 
In the few hours that were available, before all were plunged 
headlong, they protested with all the force at their command 
against war upon whatever pretext. In spite of the traditional 
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hatred of Russia and of T’sarism, bequeathed by Marx and Engels 
to the German Social Democratic Party, the Vorwdrts had the 
courage to proclaim so late as August 1st that even a Russian 
mobilisation—the most powerful possible argument for over- 
coming the opposition to war of moderate German opinion—was 
no ground for suspending the most earnest negotiations after 
peace. But when it was generally believed that the enemy had 
set foot beyond the frontier, how could a party which repre- 
sented a third of the German nation take the responsibility of 
active and practical opposition to those whose business it was to 
defend the country? It is the horrible paradox of war and the 
perpetual scourge of peace parties in all countries, that when 
once war is joined it is for all nations a war of defence—a scourge 
of which those who, I will not say love war, but hate lovers of 
peace, do not spare the use. 

In unhappy contrast to Bernstein’s obviously undiminished 
love of internationalism and international amity is an article by 
Professor Jaffé in the third issue of the Kriegshefte (March, 
1915) on Die “ Militarisierung” unseres Wirtschaftsleben. The 
present war has shown that Germany runs a certain risk by her 
partial dependence on food imports and other essential oversea 
products, that she runs a risk also in venturing capital in parts 
of the world where her military power cannot be present over- 
whelmingly, and that individual Germans who take up their 
residence in countries, which may possibly be hostile, run the 
risk of being interned. Anticipating, apparently, that wars like 
this one will be a normal, or at least a frequent, state of affairs, 
Professor Jaffé concludes that Germany should reorganise her- 
self on lines of internal unity and external isolation with a view 
to reducing all such risks to a minimum. If England had been 
rapidly subdued and the mastery of the seas taken from her, the 
future of German organisation and expansion might well have 
been on a “privatkapitalistische” basis. But this has not 
happened. The course of the war shows, according to Professor 
Jaffé, that the forces on both sides are very evenly balanced, and 
that at the very best Germany can only hope for victory after a 
prolonged conflict and at an appalling cost of men and money, 
such a victory leaving the relative position of England and 
Germany but little changed. (It is noticeable that Bernstein’s 
article emphasises Russia and barely mentions England, while 
Jaffé’s article is all about England and ignores Russia. Neither 
displays towards France either hostility or interest. Yet I 
believe it is in France, of all the Allies, that the most bitter 
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intensity of feeling exists against Germany.) Consequently, 
Germany, the younger, essentially sounder and stronger, and 
hence “zukunftsreichere ’’ nation, must prepare herself for a pro- 
longed straining (Anspannung) of her military, financial, and 
industrial forces. There is nothing discouraging in this. It will 
bring out far better than too easy a victory could have done the 
greatest of German qualities—Fleiss, Sparsamkeit, Zdhigkeit und 
Organisationsfahigkeit. In a sense, therefore, according to Pro- 
fessor Jaffé, we must regard the war as having been declared 
for a permanency, since even in peace industrial life must remain 
mobilised. This is what he means by speaking of “the 
militarisation of our industrial life.” Individualism must come 
to an end absolutely. A system of regulation must be set up, 
the object of which is not the greater happiness of the individual 
(Professor Jaffé is not ashamed to say this in so many words), but 
the strengthening of the organised unity of the State for the 
object of attaining a maximum degree of efficiency (Leistungs- 
fihigkeit), the influence of which on individual advantage is only 
indirect. 

This hideous doctrine is enshrined in a sort of idealism. The 
nation will grow into a “closed unity” and will become, in fact, 
what Plato declares it should be—‘‘Der Mensch im Grossen.” 
In particular, the coming peace will bring with it a strengthening 
of the idea of State action in industry. For years, and perhaps 
for decades, Professor Jaffé proclaims, apparently without regret, 
Germany must look forward, not only to the enmity of her 
present opponents, but also to the political and industrial opposi- 
tion of many countries which are to-day neutral. In these 
circumstances foreign investment, emigration, the industrial 
policy which in recent years has regarded the whole world as a 
market, are too dangerous. The old order of industry, which 
is dying to-day, is based on Profit; in the new Germany of the 
twentieth century Power without consideration of Profit is to 
make an end of that system of Capitalism, which came over from 
England one hundred years ago. Germany, after the peace, is 
to withdraw herself within herself, to keep herself to herself, 
and at whatever cost of individual happiness, so intensely united 
that the individual scarcely realises himself apart from the State, 
is to employ Fleiss, Sparsamkeit, Zdéhigkeit und Organisations- 
fahigkeit, to promote what ?—nothing, it seems, but Leistungs- 
fahigkeit. 

It is a relief to turn from this nightmare of the study to the 
fascinating and almost romantic story of German Organisations- 
fahigkeit in action given in Ministerialrat von Vélcker’s account 
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of the German railway system in time of war. The beginning 
of mobilisation found hundreds of thousands of Germans away 
for their holidays and in neutral countries. On the first two 
days of mobilisation, August 2nd and 3rd, the full passenger 
time-table remained in operation in order to allow as many 
people as possible to get home again. On the third day the 
military time-table took effect. The great stream of military 
trains, 120 of 55 wagons each being required for each Army 
Corps, apart from the machine-gun sections and heavy artillery, 
began to flow at a uniform average speed, not exceeding twenty- 
five miles an hour, from all quarters of Germany. For nearly 
three weeks, day and night, train followed train. On August 
21st the Eisenbahnaufmarsch was complete. In the meantime 
the needs of private travellers were provided for by the “ military 
local trains,” which ran at regular intervals at fifteen miles an 
hour, four or five times a day on main lines and three times on 
branches, and carried civilians so far as there was accommoda- 
tion for them. On August 22nd the Kaiser formally thanked 
the railways and their staff for their “exemplary sureness and 
punctuality.” 

After August 21st the ordinary services were gradually re- 
sumed. There were 5,000 Americans to be disposed of; these 
were immediately dispatched in Amerikanerziigen with sleeping 
and restaurant cars. There were also immense arrears of 
luggage. ‘Tourists and others hurrying home in the “military 
local trains” had had to abandon most of their big luggage. The 
stations of Berlin were encumbered mountains high with 120,000 
pieces. Gradually all these were dispatched in due order to 
their proper destinations, including those for London or Paris 
left behind in the hurried departure of Englishmen or French ;— 
ruat celum, but one may be sure that in Germany registered 
luggage at any rate will remain sacred. By the beginning of 
September sleeping cars were running between Berlin and 
Vienna. On September 21st and 22nd a conference of railway 
managers was held, and a normal time-table, reduced by 25 per 
cent. to 50 per cent. from the peace basis, was set up. On 
November 2nd, exactly three months after the first mobilisation, 
the new time-table came into force. One could book through 
from Lille to Lodz. 

Ought not this wonderful accomplishment to convince Pro- 
fessor Jaffé that Germany has already done all, and more than 
all, that can be hoped for from Fleiss, Organisationsfahigkeit, 
and the rest? What these qualities can do in the hands of 
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multiply against her, as though to show that there are other 
things too which do not deserve to be neglected,—that even for 
Leistungsfahigkeit other ingredients are necessary. 

The remaining articles are of secondary importance. In the 
second issue (January, 1915) there are two articles on Austria, 
Oesterreich-Ungarns Geld und Kreditwesen im Kriege, by 
Walther-Federn, and Die wirtschaftlichen Kriegsmassnahmen in 
Oesterreich, by Dr. Emil Perels. But they tell the reader ex- 
tremely little that he could not surmise for himself. An article 
by Dr. Lederer (Die Regelung der Lebensmittelversorgung 
wahrend des Krieges in Deutschland) provides a useful summary 
of the official measures, taken up to the end of 1914, for the 
regulation of food supplies. In both the second and third issues 
there are several articles on foreign countries, some of them by 
distinguished authorities, to which, however, it is not necessary 
to pay special attention :—Die amerikanische Volkswirtschaft 
unter dem ersten Einfluss des europdischen Krieges, by Ludwig 
Bendix ; Die Finanz- und Wirtschaftslage Frankreichs im Kriege, 
by Dr. Eugen Kaufmann; Die wirtschaftliche Riistung der 
Schweiz, by Dr. Paul Gygax; Die wirtschaftlichen Wirkungen 
des Volkerkrieges auf Italien in den ersten Monaten, by Robert 
Michels; Der bisherige Einfluss des Krieges auf die nieder- — 
lindische Wirtschaft, by Dr. Theodor Metz; Die russische Volks- 
wirtschaft im Kriege, by Dr. Judith Griinfeld-Coralnick ; Die 
wirtschaftliche und politische Lage Polens bei Ausbruch des 
Krieges, by Dr. Zofia Daszynska-Golinska. None of these 
appear to make use of any special or original sources of informa- 
tion. An article on England from the pen of Dr. Jaffé has been 
twice promised, but not yet published. 

What is the general impression produced on the mind of an 
English reader of these Kriegshefte? Principally, I think, that 
Germany and Germans are not so different from the rest of the 
world as our daily Press would hypnotise us into believing. The 
German myth, which is currently offered for our belief, is 
of a superhuman machine driven by inhuman hands. The 
machine is a good one, but has by no means moved with such 
uncanny smoothness, as we come too easily to believe when it 
is hidden from us by a curtain of silence. Nor are the drivers, 
after all, so changed from what before the war we used to think 
them. In spite of Professor Jaffé, the general note is of modera- 
tion, sobriety, accuracy, reasonableness, and truth. 


J. M. KeyNEs 





THE COAL STRIKE IN SOUTH WALES. 


On Thursday, July 15th, the whole of the miners engaged in 
the coalfields of South Wales and Monmouth came out on strike 
in direct defiance not only of the stringently penal clauses of 
the Munitions Act (under which the coalfield had been 
“proclaimed” on July 13th), but also in direct defiance of the 
instructions of the Executive Committees of the South Wales 
Miners’ Federation, and of the Miners’ Federation of Great 
Britain. Moreover, the strenuous eleventh hour efforts made by 
the Government through the Board of Trade to settle the differ- 
ences between the colliery owners and their employees had 
failed utterly. 

By Saturday, July 17th, at least 200,000 colliery employees 
were idle, the production of the world-famous Welsh steam coal, 
essential for the Navy and the Merchant Marine, had ceased, 
and vitally important munition factories, iron, steel, and tinplate 
works, foundries, fuel factories, and bye-product coking plant were 
ready to close down. 

During the week end the dislocation spread to the railways” 
and docks of South Wales. Government transports and hundreds 
of other vessels were held up in port for lack of cargo and 
bunker coal. Fears were expressed as to the supply of coal for 
munition factories in France and Italy, and even for the vessels 
of the Allied nations, naval and merchant. Within the coalfield 
areas the number of unemployed workmen rapidly approached 
half a million, and the extreme gravity of the situation in its 
economic, military, political, and naval aspects was fully realised 
by Monday, July 19th. 

The Board of Trade had been trying to settle the differences 
between the colliery owners and their employees since the 
beginning of July. The efforts of Mr. Runciman were redoubled 
after the stoppage of work, but they could not prevent a deadlock 
in the negotiations. The proclaiming of the coalfield under the 
terms of the Munitions Act only aggravated the situation. In 
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fact, this became a most dangerous factor, since the men greatly 
resented the coercion involved thereby. Some of their leaders 
openly declared that the primary consideration then became the 
withdrawal of the provisions proclaiming the coalfield as an 
essential preliminary to the resumption of negotiations. The 
miners of South Wales have an inherent objection to every form 
of coercion bearing upon questions at issue between them and 
their employers, as has been proved by their stubborn resistance 
in scores of strikes and lockouts, to employers, police and military 
forces, and the economic pressure of want. In fact, they ridiculed 
the suggestion that troops should be used to enforce the Munitions 
Act and compel a resumption of work; and this, despite the fact 
that almost every one of the strikers had a son, a brother, or 
a father in the Army or Navy. Truly the psychology of the 
miner, the South Wales miner in particular, is a puzzle. For 
while fiercely opposing the masters’ terms, rejecting Mr. Runci- 
man’s offers, despising the threats of the Munitions Act, most 
of the men were sorry they had been “jockeyed ” into an actual 
strike, and anxiously hoping that they could get back to work 
as they all believed would be done “if only Lloyd George would 
come down to Cardiff.” It was this loophole that gave the only 
prospect of issue from the impasse, and on the evening of Tuesday, 
July 20th, the joint efforts of Mr. Lloyd George, Mr. Runciman, 
and Mr. Henderson succeeded in carrying through the terms of 
settlement under which work was to be fully resumed by Thursday, 
July 22nd. 

The crisis disappeared as quickly as it had arisen, but the 
effects of the strike, which was certainly unique in many of its 
circumstances, and its causes are of profound importance. 

It is hardly necessary to deny emphatically that the strike was 
the result of German bribery or intrigues, as some sections of 
the Press hastened to assert. The greatly placarded fact that 
Hugo Stinnes, the millionaire coal-owner of Westphalia, had 
bought up many coal properties in South Wales cannot be con- 
sidered of any more significance than similar purchases in South 
Yorkshire, Immingham, or the coal deals of South Wales colliery 
owners in the United States. Neither was the strike entirely 
the result of Syndicalist efforts to realise their policy of “the Mines 
for the Miners”; nor was it the outcome of Socialists’ efforts to 
force the Government to nationalise the steam coal collieries as 
the first step towards nationalisation of the coal industry as a 
whole. The usual efforts to attribute the strike to the “irritation 
strike” policy of the Syndicalists fall short of the mark. The 
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prevailing local conditions of the coalfield must be understood in 
order to appreciate the causes and effects of this unique strike. 

The strike was in a large measure the normal consequence 
of the very unsatisfactory relations which have grown up between 
Capital and Labour in South Wales, ever since that area became 
the cockpit for conflicts between colliery owners and_ their 
employees. The rapidity with which the South Wales coalfield 
has developed is unparalleled. During the last twenty-five years 
teeming centres of population have sprung up in the mining 
valleys and along the seaboard upon which these valleys converge. 
This rapidly increasing population has been recruited from all 
sources, and in many cases has been housed under extremely 
unsatisfactory conditions. Despite the enormous growth of 
material prosperity in every area within the coalfield, the develop- 
ment of social life and intellectual activity in the best directions 
has been greatly neglected. The unsatisfactory social conditions 
have proved a fertile soil for the propaganda work of socialistic 
organisations ; and in the centre of the coalfield—the steam coal 
producing Rhondda valleys—the Syndicalist movement has 
secured a firm hold under the leadership of a group of Ruskin 
College students. One of the most extreme of the latter was author 
of some remarkable booklets on the economic policy of the 
miners’ organisations. This group advocated the policy of “the 
mines for the miners,” and the profit-destroying “irritation 
strikes” to occur at regular intervals so as to render the mines 
unprofitable to the owners, after which the miners could enter 
into possession. “The Miners’ Next Step” was a booklet circu- 
larised by the thousand by this group, advocating their policy, 
and strengthening the propaganda work carried out on general 
lines by the socialist and labour organisations. These greatly 
increased the natural democratic tendencies of most South Welsh- 
men, and the progressive section among the miners and their 
leaders utilised the labour organisations to develop a very 
aggressive policy in their relations with the colliery owners; 
the latter naturally resisted this with equal force. The influx 
of cosmopolitan elements into the population further complicated 
matters. Ever since the expansion of the coal production of 
South Wales after the eighties there has been constant guerilla 
warfare between the organisations representing the employers 
and the employees respectively, interrupted by many strikes and 
lockouts of a long and bitter nature. The employers sought to 
protect themselves by close organisation to deal with labour 
difficulties ; the colliery employees organised with equal success 
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their own trade union organisations, and waged war upon the 
non-unionists with as much bitterness as upon the employers. 
The “union colliery’ became a definite feature of their policy, 
and strikes to oust the non-unionists were of weekly and some- 
times daily occurrence ; often employers provoked disputes. 

The whole industrial situation in the South Wales coalfield 
has been dominated by the above conditions, which produced 
extremely unfortunate relations between the employers and the 
miners—mutual suspicion, and hostility. It is certainly a 
tribute to the efficiency of collective bargaining that agreements 
could be made periodically, and on the whole faithfully observed, 
for carrying on work at the collieries. In fact, it was the normal 
expiration of such an agreement that caused the occasion for the 
disagreements leading up to the strike. 

Previous to 1902 the miners’ wages were adjusted by means 
of a Sliding Scale which proved so unsatisfactory that on July 1st, 
1902, the miners’ representatives gave notice to terminate work 
under the system on January Ist, 1903. On March 31st, 1903, 
a new agreement was established to apply until December 31st, 
1905, with a Conciliation Board representative of masters and 
men as means of settling current differences and adjusting percent- 
ages. This agreement was set aside for another to apply until 
April 8th, 1910, which was subsequently renewed with modifica- 
tions until March 31st, 1915. 

During the period covered by these agreements the local 
arrangements between masters and men in South Wales had been 
modified to suit the new conditions established by the Eight 
Hours Act, and the Minimum Wage Act, 1912. Both these Acts 
were forced into the programme of the Miners’: Federation of 
Great Britain by the progressive agitation of the South Wales 
representatives. 

It must be noted that despite the various changes made in 
the rates of wages, hours, and methods of wages settlement under 
the periodical agreements from 1902-15, and the Statutes men- 
tioned, the basis or standard rate of wages was retained as fixed 
in 1879 for most of the collieries, and as fixed in 1877 for the 
other collieries. The Conciliation Board representing the masters 
and their employees, together with an independent chairman, 
adjusted the maximum, minimum, and current rates of percentage 
to be added to the standard wage rates according as the selling 
prices of coal f.o.b. fluctuated within defined limits. For example, 
under the agreement made in 1910 (April) to apply until March 
31st, 1915, the Conciliation Board determined the percentage rates 
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three months in advance, payable on the standard wage rates 
of 1877 and 1879, and on the wages awards, made by the Joint 
District Boards, acting under the Minimum Wages Act. When 
the average price of coal was 12s. 5d. per ton f.o.b, the minimum 
percentage on the standard was 35 per cent., increasing to 
50 per cent. when prices increased to 14s. and 14s 94d. 
f.o.b., and reaching a maximum of 60 per cent. on the standard 
when average prices were over 14s. 9d. per ton f.o.b. 

These arrangements were obviously very complicated and 
unsatisfactory in view of the changing conditions of the coalfield. 
The standard wage rates of 1877 and 1879 were quite out of date, 
the maximum percentage of 60 prevented the colliery employees 
from deriving any benefit, beyond local grants of war bonus, 
from the enormous increase of the selling prices of coal which 
followed the outbreak of war. It was further stated that the 
minimum percentage rate was too low to suit the greatly 
increased cost of living and strain of work. 

The enormous wave of enlistment which passed over the coal- 
field greatly depleted the numbers of the colliery employees, and 
increased the burden of work and strain thrown upon those 
remaining at the mines. Despite the decrease of total production 
it is stated that the output per man increased in a manner which 
showed that all were doing their best to maintain production. 
High wages were certainly being earned, but the dissatisfaction 
of the miners with the maximum rate of percentage, the standard 
wage, and the problem of the non-unionists increased rapidly. 
At the same time the progressive sections of the miners laid 
stress upon the enormous increase of selling prices of coal, colliery 
profits, and costs of living. General resolution developed to 
utilise the termination of the five years’ agreement on March 31st, 
1915, as an opportunity for securing a complete revision of the 
conditions of employment. Notice was given and negotiations 
began accordingly. The demands of the men were briefly :— 

(1) The abolition of the standard rates of 1877 and 1879, in 
favour of new 1915 standard rates merging 35 per cent. on the 
1877 standard, and 50 per cent. on the 1879 standard ; excepting 
in the anthracite coalfield of Western areas where the 1879 
standard was to apply subject to arrangement. 

(2) In calculating the rates of day wage workmen fractional 
parts of a penny under a half-penny should be considered a half- 
penny, and fractional parts above a half-penny should be con- 
sidered a penny. 

' (3) The determination of the 1915 standard for underground 
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day wage men should be made by the addition of 50 per cent. 
to the several rates of the General District Minimum Wage 
Award except in any colliery where by adding 35 per cent. to 
the 1877 rates or 50 per cent. to the 1879 rate the new standard 
would be higher than the rate of the Minimum Wage Award; 
excepted collieries were to be considered separately. 

(4) The surface workmen’s 1915 standard rate should be fixed 
by adding 50 per cent. to 8s. 4d. per day, except at any colliery 
where by adding 35 per cent. on the 1877 standard, or 50 per cent. 
on the 1879 standard, the new standard would exceed 3s. 4d. 
plus 50 per cent. ; such collieries to be treated separately. 

(5) All workmen employed on afternoon and night shifts 
should be paid on the 1915 standard at the rate of one turn 
and a fifth for each shift worked. 

(6) All hauliers employed on night and afternoon shifts to be 
paid the same rates as those employed on the day shift. 

(7) All classes of workmen at the collieries to be covered by 
the wages agreement, provided they were members of the Miners’ 
Federation of South Wales and Monmouth. 

(8) The agreement should terminate in June, 1918, the same 
time as those in the English coalfields. 

In order to estimate the extent of the rates required, the 
General District standard rates of day wages applying under 
the Minimum Wages Award may be indicated (less the percent- 
age, not over 60 per cent., added quarterly under the Conciliation 
Board arrangements) :— 


Class I.—Over 21. Class II.—Boys under 21. 


Coal getting colliers, s. d. 
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Other colliers ... ... 4 Over 15 and ,, 

Timbermen on regular a 
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In normal times the average prices of good steam coal ranged 
from 9s. 11d. to 18s. 1d. per ton, and of bituminous coal from 
9s. to 12s. 5d. per ton. After the outbreak of war even a large 
buyer like the Admiralty paid 25s. a ton for Welsh steam coal, 
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other buyers were paying higher prices, and bituminous coal used 
for local domestic consumption was sold at 27s. 6d. in many 
South Wales areas. If the Board of Trade estimate of 4s. per 
ton be taken as a fair allowance for the increased costs of pro- 
duction due to shortage of timber, stores, labour, etc., it is clear 
that the colliery proprietors secured a considerable margin of war 
profits. Those of coal owners and others entering the distributing 
trade as dealers were enormously greater, as a scrutiny of the 
prices paid in any large centre of consumption during 1914-5 
will indicate ; 30s. per ton was quite a common figure, 36s. 8d. 
per ton being reached in many cases. 

The foregoing seems to indicate that the men’s claims were 
not unreasonable, and their procedure for enforcing them after 
the due termination of their agreement was quite regular up to 
the fourteenth of July. Negotiations were continued during the 
period of notice and while work was being carried on from July 1st 
under day to day contracts. 

The mistake of the Government was to neglect the oppor- 
tunities presented for conciliatory intervention during this period 
of negotiation and notice. The Executive of the South Wales 
Miners’ Federation and that of the Miners’ Federation of Great 
Britain had decided against a policy of actual strike and were 
prepared to continue negotiations. The mass of the South Wales 
miners were in favour of such a policy although anxious not to 
let slip the favourable opportunity for renewing their wages 
agreement on good terms while prices were high, production and 
supply of labour scarce, and demand for coal unlimited. 

The employers were content to mark time and to adopt a 
stubborn policy, and while resisting the men’s demands, kept the 
way open for Mr. Runciman to suggest terms acceptable to the 
men. The proposals put forward by Mr. Runciman at the 
beginning of July were roughly :— 

(a) That the wages of surface men should be increased to 
3s. 4d. as a standard day rate. 

(b) That night men should be paid six turns for five turns 
worked. 

(c) That hauliers employed on afternoon or night shifts should 
be paid the same rates as hauliers on day shifts. 

(d) That the standards of 1877 and 1879 should be displaced 
by a new standard, viz., 100 plus 36 per cent. on the 1877 
standard and 100 plus 50 per cent. on the 1879 standard. 

(e) Maximum and minimum percentages to be abolished. 

The difficult problems of the non-unionists, the term of the 
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new agreement, and the immediate additions on the minimum 
and standard percentages could not be settled. 

As the discontent developed the progressive or aggressive 
sections of the miners saw their opportunity to bolt the Miners’ 
Monthly Delegates’ Meeting and force an issue. It is probable 
that several motives were at work, e.g.: (1) a desire of some 
of the leaders to secure prestige by utilising the favourable con- 
ditions in order to make an advantageous agreement; (2) the 
belief that Government intervention would be inevitable either 
(a) to take over the mines of South Wales producing steam coal, 
which would serve as a prelude to the socialist miners’ desire 
for the nationalisation of the nation’s coal industry, or (b) to 
control the distribution and selling prices of coal, or (c) to force 
to an issue the taxation of the war profits of colliery owners and 
coal dealers; (3) the belief that the Government would be com- 
pelled to bring pressure to bear on the coal owners to concede 
their men’s demands as fairly as did English owners. 

By securing control of the Monthly Delegate Meeting, the 
advanced section of miners were able to direct the whole policy 
and resources of the miners’ organisation. This meeting com- 
prised some 300 delegates sent by the various local “ Lodges” 
throughout the coalfield to vote according to mandate, and 
thereby control the policy and action of the Executive Committee 
comprising the permanent officials or agents. Each of these 
monthly delegates has a card vote for every fifty members of 
the Lodge he represents, and thus by getting control of the 
Lodge voting, any party can force its policy on the Executive 
and the Federation, through the monthly meeting of delegates. 
As a result of enlistment the attendance at Lodge meetings has 
been greatly reduced, and the advanced sections of the miners 
utilised the opportunity to attend the Lodge meetings in force, 
capture the Lodge votes and thereby elect delegates enabled to 
utilise the full voting strength of the Lodges at the Delegate 
Meeting, despite the fact that they were elected and given a 
mandate to vote for immediate “down tools policy” by only the 
minority of the Lodge members attending the election. Hence 
the Delegate Meeting voted for an immediate strike in opposition 
to the decisions of the Executive Committee, and probably con- 
trary to the miners’ wishes as indicated by General Ballot, which 
the delegates refused to allow. 

The colliery owners naturally saw the chance of placing a 
strike at such a time and in a “munitions industry ” under censure 
of Government and public opinion. After the strike began most 
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of the men felt that a grave tactical blunder had been committed 
by forcing the issue in a way contrary to national interests and 
war exigencies, and by substituting an actual strike which 
violated public opinion and the purposes of the Munitions Act 
in place of a policy of threatened strike constantly hanging over 
the coal owners, the coal consumers, and the nation like the 
sword of Damocles. The latter policy could have been pursued 
while retaining the moral support of public opinion and the 
advantages of a favourable industrial conjunction. 

But the aggressive or progressive section rushed the situation 
utilising the motives and circumstances indicated, and the feeling 
of irritation at the non possumus attitude of the colliery owners. 
Once the strike policy was declared by their representatives, the 
whole of the South Wales miners obeyed with their characteristic 
promptitude, and from the outset the strike was general and the 
stoppage of production complete. 

Yet, curiously enough, almost every man regarded it as a 
foregone conclusion that the strike would be short lived, in fact, 
a holiday rather than a strike. No strike pay was arranged for, 
nor could it have been legally dispensed by the Union under the 
terms of the Munitions Act’sban. The general feeling among the 
men after the strike had begun and its consequences became 
realised was one of regret, but belief that the intervention of the 
Government, the Munitions Minister in particular, would end 
the crisis by taking control of production and distribution, or by 
restricting prices and war profits, or by offering terms acceptable 
to the men and their employers. 

The dangerous element in the situation was the fact that the 
men almost without exception keenly resented the implication 
of disloyalty suggested by the proclaiming of the coalfield. None 
had a deliberate intention of hampering the Government, and 
suggestions were made as to maintaining the Navy coal supply ; 
most of the strikers had near relatives serving with the Forces. 
The psychology of this strike was unique, and the nearest explana- 
tion is that it was caused by complex and conflicting motives— 
irritation at the tardy progress of negotiations with the masters 
and their non possumus attitude; the desire to utilise the oppor- 
tunity to renew the agreements on favourable conditions; the 
sectional motives of the Syndicalists and the nationalising 
Socialists; the belief that the Government would take control 
of the situation; miners’ inveterate suspicion of and hostility to 
the employers, who gained by delaying pre-strike negotiations. 

Once the employees, the employers, and the Cabinet grasped 
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the situation, the case for intervention by responsible Ministers 
was obvious if the opportunity for settlement was to be seized 
and dangerous complications avoided. The personal power of 
Mr. Lloyd George over his fellow countrymen was an invaluable 
asset in facilitating a settlement. Terms were offered to the 
men which conceded their principal demands, and then subject to 
their acceptance by the men the Government representatives 
undertook to get them conceded by the masters. After consider- 
able opposition from the more aggressive of the men’s leaders 
these terms were accepted on Tuesday night, July 20th, and 
endorsed by specially summoned mass meetings of the men on 
the following day. The chief points of the settlement were :— 

(1) No person to be penalised for the part taken by him in 
the dispute, and all parties to agree to maintain output at a 
maximum. The proclamation of the coalfield was withdrawn and 
the penalties connected therewith. 

(2) The terms “able bodied workman” to be omitted from 
the texts of the agreement in order to prevent discrimination 
against the older men. 

(3) An accident sustained by a workman in the course of 
his employment shall not debar him from benefiting by the bonus 
turn given for nightwork in six turns for five nights’ work. 

(4) Standard rates for underground day wage men, at present 
paid less than 3s. 4d. per day, to be advanced to 3s. 4d. per day 
plus 50 per cent. The new standard rate for other underground 
day wage men to be either their existing rate or the rate applicable 
to them under the Minimum Wage Act whichever are the higher, 
plus 50 per cent., provided that such new rates are determined by 
reference to a rate fixed under the Minimum Wage Act, which 
shall be specially applicable to such rate pending the decision of 
an arbitrator appointed by the Board of Trade; 10 per cent. on 
the new standard to serve as a minimum. 

(5) The fixed equivalents of selling prices and percentages to 
be abolished and fair equivalent prices-and percentages for minima 
to be fixed by an independent chairman. 

(6) The new rates and conditions to apply as from the 
resumption of work. 

(7) The question of wages in the anthracite collieries to be 
the subject of separate inquiry, and certain general matters in 
dispute to be referred to the Board of Trade as final arbitrator. 

(8) The agreement to remain in force until six months after 
the end of the war, and then until three months’ notice given by 
one of the parties to terminate it have expired. 
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(9) The agreement to apply only and to all colliery workmen 
members of the South Wales Miners’ Federation. 

It will be seen that the strike was settled only by conceding 
all the chief demands of the men, and both the nature and 
circumstances of the settlement are of vital significance, e.g.— 

(a) Thus it is generally recognised that the Government was 
powerless to enforce the penal and coercive provisions of the 
Munitions Act. The men claim that their complete organisation 
utilising favourable conditions enables them to dictate the terms 
upon which they will work, and that they are subject only to 
the economic pressure of sheer necessity and the moral pressure 
of the justice or injustice of their claims. Not only did they 
challenge the efficiency of coercive measures enforced by the 
State, but pointed out the moral as regards the proposals of 
various parties to coerce or “conscript” labour either for increas- 
ing the supply of munitions or any other purpose. In fact, many 
men assert that the strike was justified if only to assert the 
necessity for keeping hands off the voluntary system as applying 
to industry and commerce, and also as an answer to Mr. Lloyd 
George’s threatening “waving of penal clauses of the Munitions 
Act, and his powers of compulsory requisitioning of labour, etc.,” 
at Manchester last June. 

(b) Whatever the attendant circumstances of this strike its 
issue must be regarded as the third consecutive victory for 
organised labour in the coal industry, the Government being 
compelled to intervene in each case in order to secure industrial 
peace by obtaining the concession of the men’s demands. In 
the case of the Eight Hours Act and the Minimum Wages (Coal 
Mines) Act special legislative enactments were necessary to give 
effect to the men’s demands. The enormous power wielded by 
the Miners’ Federation is highly significant from a national 
and politico-economic point of view. The railwaymen’s trade 
union exercised a similar power in 1912, and the recent agree- 
ment between the unions representing the railway workers, 
colliery workers, and general transport workers as to joint action 
is highly important in case conflict with the national interests 
and the Government should arise again. The only resorts of the 
Government in the recent strike seem to have been the con- 
cession of the men’s demands, and nationalisation of the mines. 

(c) The clause whereby the benefits secured are to be 
restricted to the members of the miners’ union is of immense 
importance. In practice it means the exclusion of the non- 
unionist from the mines—a policy which the miners’ unions have 
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vainly tried to force upon their employers for a long period. It 
is probable that this condition will be inserted in most of the 
agreements made when the trade union workmen are in the 
majority. The strong argument of the latter is that since the 
benefits of better conditions are obtained at the expense of and 
through the efforts of their trade unions, all the workmen securing 
these conditions should be compelled to contribute towards the 
union funds or to go without the concessions obtained thereby. The 
policy of excluding the non-unionists from the results of collective 
bargaining between the employers and the men’s representatives 
was begun by the Northumberland miners; and its adoption in 
South Wales marks an important step towards solution of the 
constantly present difficulties of employing non-unionists in mines 
or elsewhere where the trade unionist element predominates. 

(d) Important questions of trade union organisation are 
involved in the proven powers of the delegates’ meeting and the 
direct mandate of the members to override the policy of the Execu- 
tive Committee. The miners’ unions seek to preserve this power of 
direct action on the plea that it ensures a democratic policy ; 
it is clear, however, that its exercise may be abused when a 
faction desires to gain certain ends. 

(e) Many of the miners believed that a strike would be a 
means of bringing into prominence certain questions of national 
importance, such as the nationalisation of coal supplies, and in 
particular, of steam coal, the control of the distribution and 
prices of coal, the taxation of war profits, the adjust- 
ment of earnings to the costs of living. It is probable also that 
the Syndicalist miners and their leaders sought an opportunity 
to advance their own policy and increase the prestige thereof, 
as against that of the older leaders considered members of the 
“old gang” of Trade Unionists. 

(f) The strike has served to bring into prominence the 
defects of the social and industrial system in a typical area 
where material prosperity and population have increased by leaps 
and bounds without any corresponding development of the social 
and personal factors of life. It has been realised that the 
“personnel” needs as much consideration as the mechanical 
elements of the industry, if stable and satisfactory forms of indus- 
trial and social organisation are to be evolved. 

(g) This strike showed that, however strongly organised a body 
of workmen may be, and whatever the local circumstances, the 
strikers recognise the force of public opinion compelling them to 
adjust their policy to national considerations. It was quite evident 
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that the whole of the miners felt keenly the ignominy of the position 
when even a Socialist leader like Hervé condemned the policy 
of “down tools” as quite indefensible. On this score alone it 
is probable that but for the circumstances indicated, a strike 
would never have taken place at all. 

Although the crisis is now over the results of the contest will 
be evident for a long period not only in South Wales but for the 
nation generally. ; 

G. R. CARTER 


Nore.—It should be observed that, in the arrangements for applying 
the terms of settlement to current working agreements, discussed since the 
settlement up to the time of writing (August 14th), several new factors have 
become evident which strengthen the miners’ position. In particular, the 
colliery employers have tried to argue that the settlement terms granted 
through Mr. Lloyd George at Cardiff are subject to certain working arrange- 
ments in former agreements; while the men’s leaders maintain that the new 
Cardiff settlement and the 1915 agreement entirely supersede all former agree- 
ments, and, subject to appeal to the Board of Trade to enforce the Cardiff 
Settlement, they threaten another strike to defeat the ‘‘quibbling and pro- 
vocative”’ attitude of the employers. The further increase of prices has led 
the men to claim an additional advance of 5 per cent. under the Conciliation 
Board arrangements, and in this they have public opinion behind them. 

There is left a feeling of suspicion among the miners that they can expect 
little help from the Government to support their case, on the ground that the 
Cabinet ignored the situation until it became acute, that it put no pressure 
on the employers to hasten negotiations, and that the proclaiming of the 
coalfield was unfair, unconstitutional, and technically incorrect, since work 
was carried on from July 1st not under any agreement, but only on day to 
day contracts granted by the men as a concession to national interests. In 
any case the immediate aftermath of the strike is increased hostility and 
suspicion between the employers and the employees, increased strength of the 
miners’ unions and the ‘‘progressive sections” within it, and increased 
suspicion of measures of Government intervention. 


Nore sy Epiror.—The dispute as to the proper interpretation, on certain 
points, of the terms of settlement, culminated in the last days of August in 
a brief further strike involving some 25,000 men. The matter was finally 
settled on the evening of August 3lst, the view of the men, which is to be 
embodied in a supplemental agreement, being in effect conceded. 
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NOTES AND MEMORANDA 


Tue Hovusine oF THE ScoTTisH FARM SERVANT. 


In considering the housing of the Scottish farm servant we 
must first of all distinguish between the married man and the 
single man. The former almost universally lives in a cottage, 
while the single man may be housed in a variety of ways. He 
may be bothied, he may be chaumered, as it is called in 
Aberdeenshire, or he may be hired under the double-hinding 
system. The bothy predominates in Ross and Cromarty, Inver- 
ness, Nairn, Elgin, Kincardine, Forfar, Fife, Kinross, Clackman- 
nan, Stirling, and, to a less extent, in Perth. The chaumer or 
kitchen system is typical of Orkney, Caithness, Sutherland, Banff, 
Aberdeen, Dumbarton, Argyll, Bute, Renfrew, Lanark, Ayr, 
Dumfries, Kirkcudbright, and Wigtown. In the remaining coun- 
ties—Linlithgow, Edinburgh, Haddington, Berwick, Peebles, 
Selkirk, and Roxburgh—double hinding holds. 

Under the bothy system the men live and feed in a room 
(occasionally two rooms) provided for them by the farmer, and 
do not go to the farmhouse for meals. The most striking thing 
about the bothy is its shivering bareness and want of comfort. 
Round the walls, which are frequently unlined, are the wooden 
beds on which the men sleep. Usually a plain table and some 
forms are provided; sometimes, however, the only seats are the 
men’s trunks. “Kists,” for holding meal and other foodstuffs, 
and cooking utensils of a rather meagre description, are provided. 
Wardrobes are very rare. The men normally cook their own 
food, though occasionally one of the kitchen maids, or one of the 
cottar wives, goes into the bothy at mid-day or in the evening 
and partially prepares the meal. In the morning the “loon,” the 
youngest inhabitant of the bothy, rises, makes the porridge, and 
boils the water for the tea; dinner and supper are meals prepared 
as quickly as possible, for the bothy system necessitates food 
prepared at speed and taken at speed. Even if the men were 
able to cook well they would have little time at mid-day, and 
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they are too tired after the day’s work to prepare a proper meal. 
Hence they are tending to pass by the old foods, which, though 
coarsely made, were yet strengthening, for tinned meat or for 
whatever will tickle the palate and take little time to prepare. 
Cocoa and bread-and-jam are becoming staples.' 

The kitchen or chaumer system must be discussed along 
with the bothy, for they have certain similarities, and criticism 
of both proceeds to some extent along the same lines. Under the 
kitchen system the men feed in the farm-kitchen and sleep in 
some room in the farm buildings. This, to a certain extent, gets 
over the food difficulty, though it is not always safe to assume that 
the food consumed in the kitchen is the same as that in the 
parlour. The men are not allowed to linger long over their 
meals.? After breakfast and dinner they have to go to the stable 
or to the fields, and in the evening they are supposed to retire to 
their room at nine o’clock. The rooms, as in the bothy system, 
vary very much in character, size, and situation. Frequently they 
used to be simply the stable loft with sides bare, roof unboarded 
and not rainproof, having a small fixed window, and never free 
from an almost unbearable stench. The men had to be careful in 
stepping from their so-called beds lest their feet went through the 
flooring, or their heads came against the long roof nails. These 
rooms in their worst form have largely disappeared, and in most 
places sleeping accommodation above stables is done away with; 
but the chaumers are still, as a rule, bare, dreary, fireless sleeping- 
places. These two systems of housing are mainly responsible for 
the unfortunate traits of the single man. He is said to be con- 
stantly on the move, to be rough in speech and behaviour, to be loose 
in morals. But this is scarcely surprising, for there is little that is 
elevating in the bothy or in the chaumer, while there is much that 
makes for roughness and laxity. The system of housing is 


1 In many ways, however, this state of matters is an advance on older 
conditions. Writing in 1886 a farm servant of considerable experience said : 
“It is not natural that a man was ever intended to live on brose twenty-one 
times a week... . The bothy system is the ruin of many an intelligent young 
man.” 

2 The bothy ballads of the north and east of Scotland give much valuable 
information about the life of the farm servant. Unfortunately they are dying 
out and will be altogether lost for want of a collector. A verse from one (quoted 
by William Diack in the March Englishwoman) tells what the farm servant thinks 
of the time allowed for meals: 


**Doon at Nether Dalloch 
There’s neither watch nor clock, 
But supper time an’ denner time 
An’ ‘‘ Yoke. Yoke. Yoke.” 
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undoubtedly one of the main causes of the high sex immorality 
of bothy, and especially of chaumer counties.' The notorious 
scarcity in bothy and kitchen counties of cottages for married men 
is another factor contributing to this unfortunate result. Certainly 
many of the illegitimate children born in country districts would 
never have had to bear that stigma had the farm servant been able 
to find-a cottage into which he could move when married. It is 
frequently said, however, that the men like the bothy, and would 
not give it up. The independence it affords does indeed appeal 
to some of the younger men, but the older men, the men who have 
lived through it, are practically unanimous in their condemnation 
of the life. 

The other main system of hiring single men is that which goes 
by the name of “double hinding.” In the south-east of Scotland 
the farm labourer is called a hind. Here the son, and probably 
the daughter, are hired along with the father and live with him. 
The chief advantages of double hinding are that it avoids the bothy 
and helps to keep the family longer together, and the low illegiti- 
mate birth-rate of double-hinding counties shows that the results 
are so far satisfactory. The chief disadvantage lies in the fact 
that, since the cottages are for the most part small, overcrowding 
may result. 


1 The relation between illegitimacy and housing is being investigated by 
Mr. J. W. Nixon, F.S.S., and the present writer, from the figures published by 
the Registrar-General for Scotland, and from other data. Illegitimacy is much 
higher in country districts than in towns. But in country districts illegitimacy 
varies considerably between the different counties, the rates ranging, in 1912, 
from 5°6 in Bute to 34:1 in Aberdeen (calculated per 1,000 unmarried women 
of fertile ages). How the rate of illegitimacy varies as between kitchen, bothy, 
and double hinding counties can be seen from the following table, the rates 
being calculated from the Registrar-General’s Annual Report for 1912. Burghs 
are cuntated: oom the oomahy 4 areas in each case. 


| No. of Counties with Illegitimacy Rates within | 
the following Limits. 
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Totals ase 4 | 4 


Thus it will be seen that all the double binding counties have rates below 
20, the highest being Linlithgow with 16:5. Of the bothy counties 2 have rates 
higher than 20. Of the kitchen counties 5 are above 20. The highest county 
of all is a kitchen county (Aberdeen) with 34°1 per 1,000. The figures for 1911 
show similar results. 
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Another method of housing single men is to lodge them with 
the cottars. This system, which, however, is comparatively rare 
in Scotland, has its advantages; there is no great sacrifice of 
freedom, and the food and the cooking will be as good as possible. 
The chief objection, as matters stand at present, is that, even were 
the cottar and his wife without family, farm cottages are not, as 
a rule, large enough to accommodate a lodger. Ploughmen have 
particularly big families, and the cottages are insufficiently large 
for these. Yet the system is one of the solutions of the farm 
servant housing problem, for many housewives would be quite 
glad to take in a lodger, and the money and perquisites they would 
receive from him would help towards the rent of a larger and more 
suitable cottage. 

In the case of double hinding, and in the case of lodging the 
single man with the cottar, the housing question is merely part 
of the general problem of cottage accommodation. Before exam- 
ining this, however, we must glance in passing at the housing 
provided for casual farm labourers. In Scotland these labourers 
when required are usually taken from the villages, and if the 
farm be a fair distance away they are “carted” from the village 
in the morning and “carted” back at night. Another source of 
casual labour, and one to which the farmer attaches a very high 
value, is the crofter. But in neither of these cases does the 
question of the housing of the farm servant arise. Sometimes, 
however, as in Ayrshire or in the Lothians, a number of casuals, 
mainly Irish, may be employed for a considerable time on the 
farm. They get a room—for example, some disused stable loft 
or barn—and live as best they can. Bedding and a few utensils 
are provided. Sufficient provision for the separation of the sexes 
is not always made, and the conveniences of life which are sadly 
lacking in the bothy and in the men’s sleeping-places are still 
less in evidence in the places where the casuals herd together. 
In some parts of Scotland the problem of housing casual farm 
labour is passing with the decreased demand for casuals, but it is 
becoming a very real problem in those districts where the demand 
seems to be increasing. 

As regards the supply of cottages, it is difficult to say anything 
that does not lay itself open to the criticism of being dogmatic. 
It is a perfectly well-known fact that in Scotland generally there 
is a serious scarcity of cottages and a still more serious scarcity 
of good cottages. The accommodation the cottar house affords 
is as important a part of the housing problem as the number of 
houses. Housing, that is, must be discussed not in terms of four 
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walls and a roof, but in terms of a home. There are, it is true, 
some districts where, with the decline in arable and the increase 
in pasture farming, there would seem to be an over-supply of 
cottages. But this is a temporary phenomenon, for unoccupied 
houses are usually neglected, and supply and demand soon become 
closely related. The tied-cottage system, which is universal in 
Scotland, is a factor that intensifies the scarcity. The farm 
cottages are used only for the labourers on the particular farm, 
which means that an excess of cottages on one farm in no way 
relieves the general scarcity. Without doubt the need for more 
cottages is pressing, for not only is there a present scarcity, but 
the demand for married men’s labour has been increasing, and 
would increase still more were it not checked by the lack of houses. 

The old type of farm servants’ house was a “but and a ben” 
—that is, simply a two-roomed house. A large proportion of these 
houses are still in use, but are now frequently spoken of as three- 
roomed. Between the “but” (the kitchen end) and the “ben” 
(the parlour or bedroom end) there was often a small closet or 
larder. This is nowadays counted as a room. While there are 
cottages of four rooms, as there are cottages of one room, the type 
of cottage just described is the predominant type of farm-servant 
house. If the rooms were large the accommodation would not 
be so bad, because the fact that these cottages are situated in 
the country, and not in the heart of a town slum, is important 
and must not be lost sight of. The rooms, however, are not large 
enough. The kitchen is usually fair-sized, because it has to hold 
a bed or beds, and is the chief living-room. But as the bedroom 
is only some ten to twelve feet square, and the closet scarcely 
large enough to bear the name of “room,” the accommodation is 
insufficient. This is especially unfortunate in the case of the 
Scottish ploughmen, for we are dealing not with a feeble type 
of men and women who for the sake of added comfort neglect the 
duties of parenthood, but with a healthy, vigorous race whose 
families are usually large. ; 

The sombre colour of these facts is intensified when we con- 
sider the structure of the house, and the supply of those conveni- 
ences which are essential to clean healthy existence. In some 
of the newer houses there has been improvement, but the rate of 
increase is very slow, and not a few of the new cottages have 
repeated the faults of the older type, and are in a sense the more 
intolerable because of their newness. In some of the older 
cottages there is no plaster on the walls; sometimes they are 
simply wood-lined, sometimes the plaster is laid directly on the 
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stone. Probably the worst housing is found in Caithness, though 
much of the north-west district runs it close. Houses have too 
often been put up with no higher ideal than to pass muster, 
which they do only because we have ridiculously low standards 
and have not provided adequate or efficient means of inspection. 

In discussing the provision of conveniences such as cupboards, 
wash-houses, and sculleries, we must again remember that the 
houses are in the country, and that the cost of tradesmen’s services 
is much higher than in the town. But such considerations are 
not sufficient to prevent an unhesitating condemnation of the lack 
of conveniences. Wash-houses are seldom provided. Necessaries 
are lacking in the kitchen, where all the household work has to 
be done. Sinks are seldom seen; sculleries are rare; water is 
often two or three hundred yards from the cottage. Nor are com- 
plaints infrequent about the quality of the water supply. Better 
washing facilities are essential, as farm labour is anything but 
clean work. There is also a serious lack of privy accommodation. 
Water-closets are very exceptional, and dry-closet accommodation 
inadequate. They are also frequently placed in situations where 
their use is practically impossible. In many cases, where they 
are not provided at all, the farm servants carry about their own 
rough structures from farm to farm. There is no doubt that 
where decent provision is made it is not only not misused, but 
highly appreciated. 

The condition of the house must also be taken into account. 
A house with fair accommodation is of little value as a home unless 
it be in a good state of repair. In this respect many farm cot- 
tages fail hopelessly. The farmer says he objects to putting out 
money to provide for a shifting class of people, not recognising 
that much of the changing from farm to farm is due to bad 
housing. The prevailing evil is dampness, the cause of much of 
the rheumatism to which so many farm servants fall victims, 
although the blame is put on field work. The fault lies in the 
bad construction of the older houses, but much might have been 
prevented had repairs been undertaken in time, and a great deal 
might still be done by a comparatively small outlay. Repairs to 
his cottages, however, are about the last thing to which the farmer 
pays attention, and his remissness in this respect has long been 
one of the most striking features of the farm-servant, problem. 
The explanation lies in the system of leasing. With exceptions 
so few that they serve only to prove the rule, the cottages are 
tied to the farm and are reckoned as part of the men’s wages. 
The farmer leases the cottages with the farm, and is normally 
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held responsible for repairs. Here the servant finds his difficulty. 
If he presses for repairs the farmer tends to pass the responsibility 
on to the landlord whom the servant never sees. If he is bold 
enough to go to the landlord’s agent he will find that the farmer 
is the person to whom he should apply. The result is that 
nothing is done. Farmers complain that factors will do nothing, 
while factors say that farmers neglect their duty. The cottages 
are admittedly the last part of the steading to receive attention, 
and local authorities seem more particular about the housing for 
the cattle than for the men. This neglect is cumulative in its 
effects, and the lowered standard of life reacts upon the conditions 
that occasioned it. The farm servant is in a peculiarly bad posi- 
tion. Normally an employee knows that if he makes a complaint 
he runs the risk of losing his job. The farm servant has the 
additional fear of losing his home, and because of a system of 
long engagements he is not sure that he will get a job until the 
next hiring fair. He is apt to become, therefore, a dour, unwilling 
servant. That the farmer knows his power is beyond doubt. 
Cases are not infrequent where accommodation has been mis- 
represented at the feeing market, and the farm servant finds it 
practically impossible to prove his side of the case because of the 
absence of written contracts. In some parts of the country where 
the servant is beginning to assert himself, and where emigration 
is markedly affecting the supply of labour, the farmers are bestir- 
ring themselves with regard to repairs and conditions of housing. 
They are becoming uneasily aware that the farm servant is not 
prepared nowadays to accept anything that may be given to him. 
Many farmers, too, admit that housing is the worst feature of 
the farm-servant problem, and are genuinely anxious for reform, 
but fear the rise in rent consequent upon improvement. No doubt 
it will be said that conditions cannot be very bad, because if they 
were, the sanitary officials would act. This is so far true, and 
some improvement has been made in recent years. One is, 
however, more than tempted to question both the efficiency of not 
a few of the sanitary officials and the ability of the staff to cope 
with the many duties laid upon them. Nor is the local authority 
likely to be over-zealous in the matter, as it is composed largely 
of proprietors and farmers. 

It is, indeed, serious that, besides having to face a scarcity of 
cottages, we have also to realise that the conditions of existing 
cottages lead to deplorable moral and dysgenic results. Reforms 
are imperative and should be instituted, because, even at the 
present time, they will pay. It is not such a difficult problem 
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as in England, where bad housing conditions are closely connected 
with low wages. In Scotland, housing and the amount of wages 
are more or less unconnected. Occasionally, of course, a servant 
will accept a slightly lower wage from a farmer who has good 
houses, and for permanent improvement in housing conditions 
wages will have to stand at a higher level than in past years. 
But, as things are, the house which a man gets does not depend 
on whether his wages are valued at nineteen or twenty-five 
shillings a week; it depends on what houses there are on the 
farm. In Scotland the fallacy of the cheapness of badly paid 
farm labour has, on the whole, been exploded, yet the logic of 
the Scot has not penetrated another great fallacy. As important 
in its effects on character and on the standard of life as the wage 
a man receives is the house in which he lives. While the labourer 
of the town is free to choose his home and so far to fix his standard 
of life, the Scottish farm servant has to take what he gets, and 
his standard is fixed for him. It is frequently urged that the 
farm servant is well off, because he gets his house free. But the 
fact is that neither is the house free nor is the man free to choose 
it. The house is not free, because the man works for it; it is 
part of his wages ; the man is not free to choose his house, because 
it is part of the farm on which he works and lives. 

Bad housing, however, not only affects the farm servant, but 
it also affects his wife and children. As one writer recently said, 
“The housing problem, as it affects the agricultural labourers, is 
of vital importance to women, for on its satisfactory solution 
depends the happiness and well-being of the mothers of the race, 
and the social and moral advancement of the rural workers of 
Britain.”! The complaints of the “guid wife” are frequent and 
bitter, and the attitude of the children is seen in the efforts they 
make to leave the country and to get into the towns. The present 
writer has been tracing the contemporary accounts of the outflow 
of population from the country during the last thirty years, and 
the reasons given for the exodus have been, not so much that the 
towns attracted, as that the conditions of life in the country 
repelled. Bad housing is frequently mentioned as the chief 
cause of emigration, and it is often pointed out that too much 
importance should not be attached to the tediousness of the farm 
work, irksome as it was because of long hours, since the work 
done by farm servants in the town was almost as long and as 
tiring. 

The lack of proper housing has been largely responsible for 

1 William Diack in The Englishwoman. 
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the streams of people moving from the countryside. It is 
responsible, too, for the constant shifting from place to place 
which has become so typical of the farm-servant class. It lies 
at the heart of agricultural problems. Many landlords, however, 
simply cannot afford to erect new cottages. Government loans 
at moderate interest and with proper safeguards are advocated, 
and would in many cases be a great benefit. Another solution is 
for the local authority to undertake buildings, but this opens up 
questions too long for discussion here. One conclusion to which 
we are forced is that the tied cottage is wasteful with regard to 
supply, and vicious with regard to repair, and that the double hold 
it gives would be better removed. It is said that the village 
system would not work in Scotland. It can be pointed out, 
however, that even in Scotland, farm servants are occasionally 
found living in the villages. It is then said that the men are 
needed about the farm in case of sudden emergencies. But all 
the men are surely not needed for exceptional contingencies, which 
are more or less analogous to the exceptional occurrence of fire 
in a factory, and for which, in any case, it would be quite easy 
to make some arrangement. Hours would have to be reduced, 
but that is no grave objection, as they are notoriously too long. 
It would certainly be an improvement if, as cottages decayed, 
new ones could be built in the villages or at convenient centres 
along the roads. Good-sized gardens should be attached. At 
present cottar gardens are often indifferently cultivated, largely 
because of the excessive hours of work. The cottages should be 
larger than the existing ones, and should be held directly by the 
farm servant. The grouping would facilitate the supply of those 
conveniences which are so vitally necessary for making the cottage 
a home, while the rise in wages which has been going on for some 
time, and which has been accelerated by the war, will go far to 
remove the difficulties of un-economic building, difficulties that 
would be still further removed if the cottages were built of a size 
sufficient to accommodate lodgers. 

Our desire is to attract people to agriculture and to lay the 
foundations of agricultural prosperity. Housing conditions are 
one of the chief factors in making agriculture attractive, as they 
are the main cause of the evils that make the life of the Scottish 
farm servant repellent. Before agriculture will be really prosperous, 
we must learn that the prosperity of the labourer is as essential 
to its true interests as the prosperity of the farmer. 


J. DRUMMOND SMITH 





1915] SOME FACTORY STATISTICS OF 1815-16 


Some Factory Statistics oF 1815-16. 


WHILE looking for evidence as to the size of industrial con- 
cerns in various trades early in the nineteenth century I recently 
struck—in an often consulted blue book—some figures which, 
so far as I can ascertain, have not been used at all either by 
general economic historians or by the historians of the cotton 
industry, the industry to which the most important of these 
figures relate. They are in the Report of the Minutes of Evi- 
dence taken before the Select Committee on the State of the 
Children Employed in the Manufactures of the United Kingdom, 
1816. The report has been frequently cited by social historians,? 
by biographers of Robert Owen,” and, of course, by the historians 
of factory legislation, from “ Alfred” to Hutchins and Harrison. 
But industrial historians have neglected it. It is not quoted by 
Guest,‘ or by Baines,’ or by Ellison,® and it is not mentioned 
in the bibliography to Professor Chapman’s Lancashire Cotton 
Industry, presumably on the ground that it “bears only remotely 
on the question of the development of” that industry, as such 
authorities are omitted.’ In his Hconomic Annals of the Nine- 
teenth Century (p. 18, n. 1), Professor Smart said, “Of the size 
of these early factories one would like to know more. My own 
impression, based on the recollection of the first thread-mill, 
erected in Glasgow in 1820 by my grand-uncle, was that they 
were little more than what we should now consider large houses.” 
He qualified this impression by a reference to the reputed 2,000 
employés of New Lanark and to one or two other big concerns. 
Fortunately, the Report of 1816 provides excellent statistical 
material for the Glasgow district, and with this we may begin. 

Henry Houldsworth, of Glasgow (Report, p. 230, sqq.), told 
the Committee that 10,000 persons were employed in the cotton 
factories of the district, excluding New Lanark. He also handed 
in a table of numbers and ages in support of his statement, from 
which it appeared that forty-one mills employed 3,146 males and 
6,854 females—largely children, of course. The smallest mill 
on the list had fifty-one work-people, the next sixty-eight. Four 
more were under the 100. The largest employed 750. This 

1¢,g. Adolf Held, Zwei Biicher zur Socialen Geschichte Englands, p. 616 sqq. 

2 e.g. Podmore, Robert Owen, I. 193. 

3 Dr. Cunningham (II. 752 etc.) quotes it only in connection with the factory 
question. 

4 A Compendious History of the Cotton Manufacture, 1823, 


5 History of the Cotton Manufacture, 1835. 
6 The Cotton Trade of Great Britain, 1886. 7 Op. cit. pp. 279, 281. 
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belonged to Monteith, Bogle and Co. Some evidence given by 
Adam Bogle (p. 162, sqq.) enables us to check Houldsworth’s 
list. Bogle explained that his firm found work for about 4,000 
people all told: they had two dye-works, one with seventy and 
the other with 235 hands ; they employed many hand-loom muslin 
weavers in their own homes; and in their big mill spinning 
machinery and power-looms were served by 750 people.’ It 
seems evident, therefore, that the Houldsworth figures included 
no outworkers. Further, it must be noted that they are figures 
of mills. Several firms on the list have two or three mills. 
Houldsworth’s own firm had two mills, one steam and one water. 
Together they employed 635 people. 

Elsewhere in the Report (p. 20) Robert Owen stated that 
there were 1,600-1,700 work-people at New Lanark, and 
A. Buchanan (pp. 5, 16), who managed three country mills for 
Jas. Finlay and Co., of Glasgow, mentioned that in the biggest 
of these—in Ayrshire—there were 875 hands, in the others 289 
and 365. Perhaps Houldsworth’s list was not quite complete, 
even for the Glasgow district proper, but it was certainly repre- 
sentative. It gives, as will be seen, an average of 244 work- 
people per mill: New Lanark and Finlay’s mills would raise 
the average towards 300. 

On pp. 12-14 statistics of four cotton mills at Carlisle give 
an average of 184°5. A cotton mill at Bingley employed 106 
(p. 15). At Stockport Jos. Mayer had “in our factories” 418 
(p. 52). In and about Mansfield the average for eight Notting- 
hamshire mills is 211°4: the smallest employed twenty-three, 
the largest 460 (p. 211, sqq.). The Strutts, at Belper and 
Millford, in at least two mills employed 1,494 (p. 217). 

For the Preston district (p. 261, sqq.) there are figures from 
twenty-four mills. The range is from 41 to 286: the average 
115°5. It is expressly stated that two very small concerns are 
omitted. Here, as at Glasgow, one firm might own several mills, 
and might give out yarn to weavers. - The great firm of the dis- 
trict, Horrocks, Miller and Co., employed 704 people in three 
or four mills, and over 6,000 weavers elsewhere—all over the 
face of the county (p. 270). 

For Manchester the figures are less complete than for Glas- 
gow, but still they are most valuable. One witness estimated 
that in Manchester, Salford, Hulme, and Chorlton there were 
seventy mills employing 23,053: but he confessed that this was 


1 Monteith was the first manufacturer at Glasgow to erect a power-weaving 
shed, for 200 looms, in 1800. Guest, op. cit. p. 46, 



























1915] SOME FACTORY STATISTICS OF 1815-16 477 


only “a probable result” (p. 325). Another handed in what 
seems a careful list of forty-three mills, in and about Manchester,' 
employing 12,940 people (p. 374). Seven employed less than 
100 ; fourteen 100-200 ; thirteen 200-400 ; five 400-700. Houlds- 
worth, the brother of the Glasgow witness, employed 862; 
Phillips and Lee, 937; McConnel and Kennedy, 1,020; George 
and Adam Murray, 1,215. The average, it will be noted, is just 
about 300, which does- not differ greatly from the ‘probable 
result” of the previous witness for the Manchester district 
proper. ; 

We have, then, materials which enable us to form a fairly 
accurate conception of the sizes of first-grade cotton mills in 
1815-16. I say first-grade advisedly, for—like Professor Smart— 
I believe that a number of very small concerns existed, and were 
left out as not being the kind of mill in which the committee 
was interested. We are told as much in the case of Preston. 
The returns of the factory inspectors, twenty to twenty-five years 
later, suggest a rather small ‘average mill.” In 1835, R. J. 
Saunders, whose district, it is true, did not embrace Lancashire, 
inspected 154 cotton “mills” with 15,282 workpeople. The same 
year Ure calculated, from the Inspectors’ returns, that the 
average cotton mill employed 175°5 persons. In 1839 the Man- 
chester district contained 460 “mills” and 57,531 workpeople. 
In the Inspectors’ language—I do not know how it was 
with Ure—‘mill” does not mean either building or firm, 
but “occupancy.” One firm might have several buildings, 
each returned as a mill, and one building might contain 
several firms—each also returned as a mill. But, when allow- 
ance has been made for this, we get a somewhat low average 
per building, lower than the Glasgow or Manchester averages 
quoted above.” There is no suggestion in the Report of 1816 
that the figures relate to composite “mill-owners,” though the 
case of the firm with several buildings is common, as we have 
seen. So we need not take this further complication into account, 
may assume that, though a “mill” in 1816 does not equal a 
firm, at any rate it does equal a building with a single occupier. 


1 The list includes Jacob Bright’s mill at Rochdale, and mills at Bolton, Basley, 
and even Huddersfield. 

2 Select Committee on Mills and Factories, 1840. First Report Q. 8, 648, 1702-5. 
Second Report. App. 2. Ure, Philosophy of Manufactures, 1835. Appendix. In 
Lancashire, at any rate, the number of firms with more than one building must have 
been very large, for though there were 1565 ‘‘ mills” of all kinds, as defined above, 
there were only 1898 firms. The number of firms per building was highest in the 
district of the Yorkshire woollen ‘company mills,” 
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The problem of the size of a normal first-grade cotton firm 
in 1816 is insoluble without more facts. The cases of Monteith, 
Bogle and Co. and Horrocks, Miller and Co. illustrate the diffi- 
culty. Probably most of the mills returned were pure “spinneries,” 
but we cannot tell from the Report how many were just the 
spinning departments of great compound “factory-domestic ” 
businesses of this type. 

So much for cotton. The Report has other statistics, and 
though none are so valuable, several series are worth quotation. 
Josiah Wedgwood—not der beriihmte Schépfer der grossen 
Keramischen Industrie, as Held’ says, but his son—explained 
(p. 60) that he employed 387 workpeople, of whom 116 were 
under eighteen years of age. He also reported that in twenty- 
six other potteries in his district there were 1,090 workers under 
eighteen. Supposing that the proportion of adults to children 
and young people was about the same as at Etruria—which seems 
a reasonable assumption—this would give an average of 138 
employees per pottery. If Wedgwood’s neighbours made excessive 
use of child labour the figure would be lower. The interesting 
point is that the average first-grade pottery is of considerable 
size—judged by the standard of employment—yet the outstanding 
concern is not comparable with the greater cotton businesses. 

Up and down the Report are a number of isolated figures 
from different industries—two Aberdeen flax-mills employ 544 
and 130 workpeople respectively : eight Scottish calico printing 
works average 171—but the only other long series is from the 
West of England woollen industry (p. 308). From Wiltshire 
we have information from twenty-eight mills, whose average 
employment figure is 107°7, and from Somerset information from 
five, with an average of 115°4. The largest mill in this group 
employed 321 workpeople and the smallest thirty-five. Few, if 
any, of these mills, it may be assumed from what is known of 
the industrial organisation of the industry at that time and place, 
would measure the whole activity of a West Country clothing 
firm. Originally, only fulling and the finishing processes, such 
as teazing and shearing, were carried out in the mills. From 
the account here given it appears that by this time carding also 
was normally done by power, and that there was spinning 
machinery too. But the reference is to jennies which I do not 
think were ever power-driven. Weaving would mainly be done 
outside the mill. 

It has seemed to me worth while to call the attention of 


1 Op. eit. p. 619. 
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students of industrial organisation to this series of statistics, 
which—so far as I know at present—are the earliest thing of 
their kind. They give us a tolerably firm groundwork more than 
half a generation earlier than the first Factory Inspectors’ reports. 
J. H. CLAPHAM 





OFFICIAL PAPERS 


Interim Report of the Central Committee on Women’s Employ- 
ment. [Cd. 7848.] 1915. . Price 44d. 


THIS paper, dated March, 1915, is the report of the Standing 
Committee appointed, under the chairmanship of Lady Crewe, to 
report upon schemes for the provision of work for women and girls 
unemployed on account of the war. This report deals chiefly with 
the workrooms and training schemes which have been set up. 
Report of the Royal Commission on the Meat Export Trade of 

Australia. [Cd. 7896.] 1915. Price 54d. 


Mr. Justice STREET was appointed by the Governor-General 
of the Commonwealth “to inquire into the operations of any 
person, combination, or trust tending to create any restraint of 
trade or monopoly in connection with the export of meat from 
Australia.” He reports that he has found no evidence of any 
such attempt at combination, restraint, or monopoly. 





Royal Mint. Statutes and Statutory Rules and Orders Relating 
to Coinage, etc., in Force on December 31st, 1914. Also 
Miscellaneous Local Legislation Relating to Coinage, etc., 
of Colonies, Protectorates, and Dependencies. H.M. 
Stationery Office. 1915. Price 5s. 





CURRENT TOPICS 


THE following have been elected Fellows of the Royal 
Economic Society :— 


M. V. Conlon. G. J. Park. 

K. Duncan. A. J. Saunders. 
A. B. Griffiths. A. N. Shimmin. 
J. B. Guild. R. Wilson. 

G. G. Hancox. C. W. Yule. 


H. A. F. Lindsay. 


The Sheffield University Library has been admitted to Library 
membership. 
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WE greatly regret to learn of the death in Cuba of Mr. Charles 
A. Conant, who was lately elected a Fellow of the Royal Economic 
Society. Mr. Conant’s standard work on “Modern Banks of 
Issue,” of which a revised edition was published shortly before 
the author’s death, is well known to all students of money. Mr. 
Conant was a great exponent of the Gold-Exchange Standard, 
and was himself instrumental in introducing this system into the 
American Colonies and elsewhere. He was engaged, at the time 
of his death, on a project for currency reform in Cuba. Mr. 
Conant served on the U.S. Commission which first investigated 
the Gold Standard for China, and was largely responsible for the 
report of this Commission and for the U.S. Report on the 
Stabilisation of International Exchange. He also represented 
the United States at the Hague Conferences of 1910 and 1912 
for the standardisation of bills of exchange. 





Dr. W. R. Scort, Lecturer in Economics in the University 
of St. Andrews, has been elected to the Adam Smith Chair of 
Political Economy, at Glasgow, in succession to the late Pro- 
fessor Smart. Dr. Scott, who is President of Section F. at the 
forthcoming meeting of the British Association, has been 
appointed to the vacancy on the Council of the Royal Economic 
Society caused by the death of Professor Smart. 





THE Ratan Tata Foundation (University of London) is pro- 
posing to form a register of investigations into social and indus- 
trial conditions. At the present time inquiries into the cost of 
living, wages and conditions of employment, the prevention and 
relief of distress, housing, intemperance, crime, and similar 
questions are constantly being made, but it is difficult for the 
investigator into any particular aspect of social conditions to 
ascertain what has been, or is being, done in the same depart- 
ment by other organisations. It is felt, therefore, that a central 
bureau of information will be useful, in order that overlapping 
may be prevented, existing information may be more readily 
available, and the directions in which further research is needed 
may be made clear. The officers of the Ratan Tata Foundation 
would be very grateful if societies and individuals would notify 
them of any inquiry they may be making. Such information 
should be sent to the Secretary of the Foundation, at the London 
School of Economics, Clare Market, Kingsway, London. 





RECENT PERIODICALS AND NEW BOOKS. 


Edinburgh Review. 


Juty, 1915. Hconomic Endurance. Tue Epitor. The Germans 
early organised economy; our larger resources are only begin- 
ning to be utilised. The attractions of a loan are properly 
heightened by disinterested motives—‘“ four-and-a-half per 
cent. patriotism.” There is room for much reduction of 
public expenditure: on the futile Land Valuation Department, 
on the salaries of members of Parliament and of Ministers, on 
local expenditure. Still immense taxation will be required, 
£110,000,000 for interest on a probable debt of £2,000,000,000, 
together with sinking fund; pensions and allowances, say 
£20,000,000. Having regard to other contingencies the writer 
anticipates raising £100,000,000 a year by new taxation. He 
proposes numerous new and increased taxes: some to reduce 
our purchases from abroad and to help foreign exchanges in 
our favour, e.g., on coffee and cocoa and strong wines coming 
from neutral countries; some to divert things and persons to 
military uses, e.g., increased taxes on petrol and male servants. 
A long etcetera includes taxes on theatres and cinemas, in- 
creased charges for postage and telegrams, increased licences 
for establishments, including, perhaps, a tax on female ser- 
vants, etc. The income tax may be extended to weekly wage- 
earners by the machinery of the National Insurance Act. 


Quarterly Review. 


Juty, 1915. German Methods in Italy. Aupert Batt. Economic 
penetration into Italy was effected by Banks bearing Italian 
names, but controlled by able German direction. Their subtle 
methods are exemplified by the Banca Commerciale Italiana, 
which, with only a small proportion of its shareholders German- 
Austrian, yet obtained control of important shipping and other 
companies. 


The Nineteenth Century. 


Jung, 1915. The Economic Strain in England and in Germany. 
ArtHur STEEL-MaitLanD, M.P. In view of our increased ex- 
penditure and diminished productive power consumption not 
necessary for war or physical vigour should be limited. True, 
cessation of demand for some articles may result, not in the 
workers being able to make some other article, but in their 
being thrown out of work. But “the danger is hardly real.” 


No. 99.—vou. xXv. K K 
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Contrasted with us, Germany, though more economical, will 
ultimately be less able to bear the strain. Not being self-suffi- 
cient, she will be “like a bear living on its own fat.” 

Avuaust, 1915. The Industrial Factor in the War. ArtHur SHap- 
WELL. The Germans were “industrially organised” for war. 
Factories for munitions were kept in efficiency by bounties 
and tariffs. They have thus successfully carried on war in 
the workshop; labour machines and even raw material have 
not been wanting. The French, too, are waging the war in 
the workshop vigorously, though suffering from having neglected 
the machine-tool industry. The war found us industrially un- 
prepared. Still, the War Office proved “wonderfully success- 
ful ” in supplying the requisites of the Army—with the important 
exception of munitions. 


The Round Table. 


JunE, 1915. The finance and industrial organisation proper to war 
are discussed in two able articles. In the course of an ex- 
position, with reference to a ‘“ Utopian nation,” of the different 
ways in which the expense of war may be met, many good 
points are made. The Utopian nation at war reduces its 
annual living expenses partly through economy and partly 
“through the living expenses of the men in the field being 
reckoned as part of the war expenses.” If the State of Utopia 
raises an internal loan “the debt is due to its own subjects, 
and in a computation of national wealth the two entries cancel 
each other.” In a long war many of a country’s fixed assets: 
buildings, railway equipments, etc., will suffer deterioration, 
and in this respect “all warring nations are, in a manner of 
speaking, paying part of their war expenses out of capital.” 
The “Helfferich method” of raising money—permitting the 
scrip of a first loan to be used as a basis for borrowing from 
the banks the means of subscribing to a second loan—tends to 
inflation. But it is argued that the method may be useful 
if the loans do not follow each other too quickly and if the 
nation produces all that it consumes. Germany, if she fulfils 
these conditions, “can go on for an indefinite timé raising 
internal loans to meet her war expenditure and taking them 
up from her own resources.” As to the effect of war costs 
it is inferred that “Great Britain is providing for the war out 
of her external capital, i.e., her foreign investments, at the 
rate of about £300,000,000 annually.” Economy, especially 
in imported articles, is preached; and numerous suggestions 
are made for the better organisation of industry. 


Board of Trade Labour Gazette. 


June, 1915. The Labour Market in May. The Trade Union per- 
centage of unemployed was 12 per cent. at the end of May, as 
compared with the same figure in April, 1 per cent. in June, 
and 0°9 per cent. in July. Employment in Germany. The Trade 
Union unemployment percentage was 3°3 in March, 2°9 in 
April, 2°9 in May, and 2°6 in June. Organisation in Coal Mines 
to Increase Output. Report of a Departmental Committee. 
Changes in Wages of Agricultural Labourers during 1914. A 
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marked increase, followed by a further general rise of 1s. to 
4s. a week since the commencement of the war. Labour 
Disputes in Germany in 1914 and since the Commencement of 
the War. Since the war began there have been fifty-two disputes, 
affecting only 4,029 workpeople. 

JuLy, 1915. Farm Servants’ Wages in Scotland. Employment of 
Soldiers at Harvest. Produce of Crops in United Kingdom in 
1914. 

Aveust, 1915. The Labour Market: Review of Period since the 
War. “Nearly 2,500,000 workpeople have had since August last 
increases in rates of wages or war bonuses amounting to over 
£400,000 per week, or over-3s. per head of those benefiting. 
These figures are exclusive of increases which have been granted 
to agricultural labourers, seamen, railway servants, police, and 
Government employees. They also exclude increased earnings 
owing to overtime.” Retail Food Prices in United Kingdom. 
The monthly percentage increases as compared with July, 1914, 
have been as follows :— 

Per cent. Per cent. 
Sept. 1034 3... sce vee Mar. 1915 
Ose. Scar “ae aoe April ,, 


Nov. ,, ey. ae ae May ,, 
Dec. June ,, 


Jan. 1915... o July 1; 

Feb. ,, soe dae as ~~ ae 

In Berlin the increase by June, 1915, was 65°4 per cent. New 
Measures in Germany against Excessive Prices of Food. Com- 
pulsory Associations in the German Coal Mining Industry. 


The Women’s Trade Union Review. 


JuLty, 1915. Women Trade Unionists and the War. VIOLET 
MarkHaM. “Industrial organisation and a vastly increased 
output of munitions are absolutely essential if we are to sur- 
vive as a nation. . . . ‘If Germany wins, God help Labour.’ ” 
“In view of our national necessities the appeal to organised 
Labour to forgo temporarily many of its regulations and 
privileges in order to facilitate output is a reasonable one. 
But the appeal must carry with it the State guarantee that 
such arrangements are temporary, constitute no precedent, and 
in no sense threaten the normal position of Trade Unionists ” 
—in particular women Trade Unionists. “If the war is to be 
won, women will have to play an unprecedented part in in- 
dustry by setting free men in various directions—not only for 
service in the field, but for expediting the manufacture of 
munitions of war too heavy for women personally to under- 
take. .. . The establishment of a National Committee on 
which the workers themselves would have adequate repre- 
sentation is an essential step in promoting the transference 
of women’s labour for war work.” The aim should be “to 
meet the abnormal requirements of war without undue pre- 
judice to the normal interests of peace. . . .” 


The Sociological Review. 


Juty, 1915. Economic Mobilisation for War. C. K. Hopson. 
K K 2 
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Journal of Royal Statistical Society. 


May, 1915. The Cost of the War. Epcar Crammonp. A highly 
speculative study. The author does not hesitate to put down 
a figure for the indirect loss of trade in Poland and for the 
destruction of property in Galicia, Bukovina, etc. On the 
Progress of Friendly Societies and other Provident Institutions 
during the ten years, 1904-1914. Sir Epwarp Brasroox. 
Note on the Future Population of the Self-governing Portion 
of the British Empire. E. C. Snow. The Rate of Interest 
on British and Foreign Investments. R. A. LeHFELDT. In 
continuation of previous calculations. 


Bankers’ Magazine. 


JunE, 1915. South Africa and the Crisis. D. P. Morgan. 
Jury, 1915. Some Economic Effects of the War. A. H. Gipson. 


Quarterly Journal of Economics (Boston). 


May, 1915. American Gold and Silver Production in the first half 
of the Sixteenth Century. C. H. Harine. Recent Develop- 
ments in Taxation in Ohio. O. C. Locknart. Statistical In- 
dices of Business Conditions. M. T. Coprenann. Wages 
Boards in Australia. IV. Social and Economic Results. 
M. B. Hammonp. Moore’s Economic Cycles. P. G. Wricur. 


American Economic Review (Boston). 

June, 1915. Field of Workmen’s Compensation in U.S. W. C. 
FisHer. Commercial Attachés and Foreign Trade. A. L. 
BisHop. Minimum Wage Law in the State of Washington. 
A. W. Taytor. Equation of Exchange for 1914 and the War. 
IrvinGc FisHer. Revision of New York State Banking Law. 
E. W. GoopHue. 


Political Science Quarterly (Columbia University). 


JuNnE, 1915. Valuation of Public Service Properties. JoHN Bauer. 
Distribution of Securities in the Formation of the United 
States Steel Corporation. M. H. Rostnson. I.e., between 
the constituent groups out of which the Corporation was formed. 


Annals of American Academy. 


May, 1915. A series of articles on The American Industrial Oppor- 
tunity, divided into sections on Resources, Employment, 
Necessary Readjustments, and Foreign Trade. 


Journal of Political Economy (Chicago). 


May, 1915. The Cotton Futures Act. I. N. Horrmann. 

June, 1915. The Merchant and his Law. Natwan_ Isaacs. 
Economic Theory and “Social Reform.” W. H. Haminton. 
Chiefly with reference to Mr. J. A. Hobson’s “Work and 
Wealth.” An Application of Cost Accounting in Rate-Making. 
R. H. Tucker. With reference to transportation. Pigou’s 
“Wealth and Welfare.” Cart E. Parry. A review. 

Juty, 1915. Waterways: Their Place in our Transportation 
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System. W. L. Fisner. The American Gold Fund of 1914. 
J. J. Arnotp. Details of the contributions made by different 
banking institutions to the sum exported to Ottawa. The Move- 
ment for Public Labor Exchanges. W. M. Letserson. 


U.S. Bulletin of Labor Statistics. 


vo. 158. Government Aid to Home Owning and Housing of 
Working People in Foreign Countries. 
. 161. Wages and Hours of Labor in the Clothing and Cigar 
Industries, 1911 to 1918. 
. 163. Wages and Hours of Labor in the Building and Repairing 
of Steam Railroad Cars, 1907 to 1913. 

‘o. 164. Butter Prices, from Producer to Consumer. 

No. 172. Unemployment in New York City. 


tevue d’Economie Politique (Paris). 

May-June, 1915. De Vinfluence de la guerre sur les prix. CHARLES 
GipeE. La séparation des dommages causés par la guerre. E. 
VittEY. The writer, while hoping that all that is possible will 
be done for those who have suffered in property, protests 
against the admission of the principle, which appears to have 
been adopted by a National Committee which has been set 
up, that they have a claim against the State for reparation 
as of right. Essai sur la conception de l'histoire et du progrés 
d’aprés Proudhon. C. Turcron. Lois financiéres et écon- 
omiques angluises. Fifty pages of extracts from British 
official papers translated into French. 


Journal des Economistes (Paris). 


Junk, 1915. Le Marché sucrier anglais et la guerre de 1914. G. 
DuREAUv. 

Juty, 1915. Les Dépenses et les Ressources de la France et du 
Royaume-Uni. Yves Guyot. La Guerre et l'Industrie Alle- 
mande en 1914-1915. A. RarraLovicn. 


Archiv fiir Sozialwissenschaft und Sozialpolitik (Tiibingen). 
May, 1915. Zur Soziologie des Weltkriegs. E. Lreprerer. Die 
Anspriche der Arbeiter. R. Scutitier. Die Amerikanische 
Seidenindustrie unter dem Einfluss des Schutzzolles. F. W. 
Taussic. Grafische Methode in der theoretischen Oekonomie. 
O. NEURATH. 
KRIEGSHEFTE. For the contents of these see pp. 443-452 above. 


Weltwirtschaftliches Archiv (Kiel). 

Aprit, 1915. Die international einheitliche Handelsstatistik. 
J. P. Seventc. Weltwirtschaft und Weltkrieg. A. E. von 
WALTERSHAUSEN.  Oesterreichs Volkswirtschaft im  Kriege. 
J. Gruntzet. Die Amerikanische Trustpolitik. R. LierMann. 
Die oekonomischen Verhdltnisse Danemarks unter dem Ein- 
fluss des Kriegs. E. Conn. Der Baumwollhandel in Bremen. 


A. OPPEL. 
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De Economist (The Hague). 
Auaust, 1915. Vissering’s “Chinese Currency.” L. J. A. Trip. 


Giornale degli Economisti (Rome). 


May, 1915. La condizione economica degli emigranti in Siberia. 
JENNY GRIZIOTTI-KRETSCHMANN. The Russian reports seem to 
show that the “legal” colonists are tiot so badly off. The 
fate of the penally exiled is not shown. Un nuovo trattato di 
economia politica. F. Vinci. A description and criticism of 
Prof. Irving Fisher’s “Elementary Principles of Economics.” 

June, 1915. Il nuovo regime doganale della Libia. A. CaBiati. 
La politica economica dell’ Austria. F. Cart. 

Le finanze della Germania e la Guerra. Mario ALBERTI. In some 
forty too closely-printed papers German war finance is explained 
by Signor Mario Alberti. He begins by tracing the growth of 
German revenue and debt before the war; largely due to the 
growth of military and naval expenditure. A great part (the 
equivalent of about £40,000,000) of the exceptional levy raised 
for the nonce in 1913 was employed in preparations for war. 
Very noticeable is the Department of the German Government 
of which it was the business before the war to excogitate 
financial preparations for the war. Prof. Riesser, who super- 
intended this Department, anticipated, in 1913, that in the 
first six weeks of war there would be required about £90,000,000 
for military operations, besides £75,000,000 to maintain busi- 
ness and “economise life,” and £30,000,000 to stay the panic 
which might be expected. He recommended issuing some 
£200,000,000 additional bank-notes, with forced currency, yet 
sustained by the increase of the Bank’s metallic reserve through 
the accession of gold from the War Treasury and other sources. 
Among other expedients for creating money was to be the issue 
of paper by the Kriegs-Darlehenskasse, based on real assets— 
such as Government securities and some kinds of merchandise 
—and forming legal tender. After six weeks of war Riesser 
thought the time would have come to issue a loan. The facts 
fulfilled his expectations; except that the expenses of the war 
proved greater than he had calculated. His recommendations 
were followed with slight modifications; of which the most 
serious, perhaps, was treating the paper of the Darlehenskassc, 
contrary to his advice, as basis for note-circulation of the 
Reichsbank. The magnitude of the bank-note circulation 
(about £200,000,000 in September) and the date of the first 
loan (two months after the outbreak of war) approximated to 
Riesser’s calculations. In a detailed account of the two 
German War-Loans Signor Alberti has fully utilised the ad- 
vantage which, as an Italian, he possessed at the time of 
writing in having access to contemporary German writings on 
finance. Their tone is not uniformly eulogistic; the chief 
criticisms, oddly enough, being directed against the first Loan; 
though they seem more applicable to the second Loan, so far 
as it was augmented by using the scrip of the first Loan in 
order to obtain cash wherewith to subscribe to the second. 

Juty, 1915. Sulla teoria del balancio del consumatore. E. Siur- 
sky. La Scienza delle finanze. R. A. Murray. Confronti 
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fra Medie. U. Ricct. The changes are rung on the “five 
principal means” and other formule presenting the generic 
attribute of a mean. 


La Riforma Sociale (Turin). 


JuNE-JuLy, 1915. A careful estimate of cost shows that war is not 
likely to bring a direct pecuniary profit. This view, propounded 
by the author in the Riforma, Oct.—Nov., 1911, is now be- 
coming accepted with respect to the Tripolitan Expedition. 
The present war will be long and costly; it will be attended 
by a great increase of taxes falling chiefly on the middle and 
higher classes, and little direct pecuniary compensation is to 
be expected from the annexation of Italian regions now subject 
to Austria. But this direct economic loss will be compensated 
by higher benefits in the future; first, security—one cannot 
work with the door open to robbers. There is also the respect 
won by heroism, the defence of small nations which is con- 
sonant with an enlightened self-interest, the assertion of 
nationality, the principle to which the unity of Italy is due. 


Scientia (Bologna). 


Part 4, 1915. I fattori della Guerra e il problema di’ pace. E. 
Rienano. The editor, who has impartially admitted very 
diverse views about the war, now pronounces his own judg. 
ment. He nearly agrees with Prof. Pareto. But the struggle 
for hegemony has been embittered by the annexation of Alsace- 
Lorraine. Commercial rivalry between England and Germany 
is not a sufficient cause; such rivalry has existed between 
America and England without leading to war. The resistance 
to war was at a maximum in England, a minimum in Germany 
—types respectively of a military and an industrial society. 
What are the prospects of the war being followed by a long 
peace? The writer, after an interesting discussion of various 
bases of peace, is led to hope that the forces of resistance to war 
will long prevail. 


NEW BOOKS 
English. 


An International Commerce Commission on Ocean Freight 
Rates: Resolutions passed by the Congress of the United States, 
presented to the International Institute of Agriculture. Rome: 
International Institute of Agriculture. 1915. Pp. 48. 

[Directed against Shipping Rings and Conferences. ‘‘The International 
Commerce Commission, as proposed by the Congress of the United States, is 
intended as a means of bringing about an equilibrium of power on a basis of 
equity, an equilibrium between the various forces which come into play in 
determining the world’s price of the staples.’’] 


Bacenot (Water). Works and Life. Collected Edition, 
edited by Mrs. Russell Barrington. London: Longmans, Green. 
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1915. In Ten Volumes (the Works in nine volumes, the Life in 
one volume). £3 15s. net, or, without the Life, £3 7s. 6d. net. 


[Reviewed above.! 


BANERJEA (PRAMATHANATH). A Study of Indian Economics. 
Second Edition, revised and enlarged. London: Maemillan. 1915. 
Pp. xili+ 347. 48. 6d. net. 


[The first edition of this book has been already reviewed in this JouRNAL.] 


CarTER (G. R.). Co-operation and the Great War. London: 
P. §. King. 1915. Pp. 20. 3d. 


[Reprinted from Co-operation in Agriculture.] 


CuankyA Society, Patna CotueGe. Fifth Annual Report, 1914- 
15. Caleutta: P. C. Dass, 61 Bowbazar Street. 1915. Pp. 104. 


[The Proceedings of this Indian Society for local economi¢ inquiry are 
of considerable interest. The principal contents are:—Report of an Enquiry 
into the position of the small traders and artisans in Patna City, by Moulvi 
Abul Hasan M. Taib, Notes on Some Aspects of Trade and Commerce as 
depicted in the Jatakas, and on The Economic Condition of Behar during 
the Moghul Period as portrayed in the accounts left by European Travellers, 
by Prof. Samaddar, and a Report on a Village and on a number of Family 
Budgets. The Village Report and the Budgets are of the greatest interest to 
any student of Indian economic life.] 


DracHMANN (Poot). The Industrial Development and Com- 
mercial Policies of the Three Scandinavian Countries. Oxford: at 
the Clarendon Press. 1915. Pp. 124. 4s. 6d. net. 

[Edited by Harald Westergaard. Published under the auspices of the 
Carnegie Endowment for International Peace, Division of Economics and 
History. To be reviewed. |] 

_Fayte (C. Ernest). The Great Settlement. London: John 
Murray. 1915. Pp. xix+309. 6s. net. 

[A survey of the problems which may arise at the end of the war by a 
follower of Norman Angell. Includes a chapter on ‘‘The Economic Factors 
of the Settlement,” which is reviewed above.] 

GipE (Cu.) and Rist (Cu.). A History of Economic Doctrines 
from the Time of the Physiocrats to the Present Day. London: 
George E. Harrap. 1915. Pp. xxiii+672. 15s. net.. 

[Authorised translation by R. Richards, from the second revised and 


augmented edition of 1913, under the direction of the late Professor William 
Smart. To be reviewed. ] 


International Polity Summer School: Report. London : 
Harrison and Sons. 1915. Pp. xv+ 423. 

[A report of a Conference of ‘‘Norman Angellists’’ held just before the 
outbreak of war, July 17th to 27th, 1914. Ilhustrated with numerous carica- 
tures by Mr. Kapp.] 

Jevons (H. Sranuey). Economics in India. Allahabad: The 
University. 1915. Pp. 35. As. 8. 

[Professor Jevons’s Inaugural Lecture. An admirable statement of the 
scope and opportunities of Political Economy in India.] 

Jones (J. H.). The Economics of War and Conquest: An 
Examination of Mr. Norman Angell’s Economic Doctrines. 
London: P. §. King. 1915. Pp. xvii+160. 2s. 6d. net. 

[‘‘It was a real disappointment to me when T found myself unable to 
accept the majority of the doctrines expounded by the famous author, and 


entirely out of sympathy with the methods of reasoning characteristic of his 
economic writings.’? Reviewed above.] 
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KetieE (J. Scott), Edited by. The Statesman’s Year-Book, 
1915. London: Macmillan. 1915. Pp. Ixxxiv+1536. 10s. 6d. 
net. 

Lipson (E.). An Introduction to the Economic History of 
England. I. The Middle Ages. London: A. and C. Black. 1915. 
Pp. viiit+ 552. 7s. 6d. net. 


[To be reviewed.] 


NicHotson (J. Sareutp). The Neutrality of the United States 
in Relation to the British and German Empires. London: Mac- 
millan. 1915. Pp. 92. ‘ 

[The brilliantly executed plan of this pamphlet is to ‘‘make a comparison 
of British with German interests, and, so to speak, to invite the United 
States to choose between the two pictures.”” Of the seven chapters the two 
which deal respectively with the commercial interests of the two nations 
specially concern the economist. It is shown that in the remote and recent 
ast British foreign policy has not been mainly guided by commercial interests. 
The commercial projects now pursued by Germany are very much those 
which List conceived and hoped to attain by peaceful means. The exquisite 
irony which Professor Nicholson directs against German militarism, and the 
other literary and political ingredients of the pamphlet cannot be exhibited 
here. } 


PowetL (Exuis T.). The Evolution of the Money Market 
ag pie London: The Financial News. 1915. Pp. xv+ 732. 
Os. 6d. net. 


[‘‘An historical and analytical study of the use and development of finance 
as a centralised, co-ordinated force,” by the Editor of the Financial News. 
To be reviewed.]} 


Property: Its Duties and Rights, Historically, Philosophically, 
and Religiously Regarded. Essays by Various Writers. With an 
Introduction by the Bishop of Oxford. New Edition. London: 
Macmillan. 1915. Pp. xxiv+229. 5s. net. 

(This second edition is enlarged by a valuable essay by Prof. W. M. 

an 


Geldart on ‘‘Some Aspects of the Law of Property in England.” The first 
edition was reviewed in this JouRNAL, September, 1914, p. 487.] 


Wace (S. R.). Chinese Currency and Banking. Shanghai: 
North China Daily News. 1915. Pp. 457. 18s. net. 


[By a critic of Dr. Vissering’s proposals for the establishment of a Gold- 
Exchange Standard. Reviewed above. ] 


American. 


AsHwortH (Joun H.). The Helper and American Trade Unions. 
Baltimore: Johns Hopkins Press. 1915. Pp. 134. $0.75. 

[Johns Hopkins University Studies. ‘“‘A ‘helper’ is a person employed 
to help the skilled journeyman or journeyman under whose supervision he 
works.’’] 


Carver (Tuomas Nixon). Essays in Social Justice. Cambridge, 
U.S.A.: Harvard University Press. 1915. Pp. vii+429. 8s. 6d. 
net. 


[‘‘An attempt to define the principles of human conflict and social justice 
from the point of view of economic competition.” Reviewed above.] 
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Kine (WILLForD IsBELL). The Valuation of Urban Realty for 
Purposes of Taxation, with Certain Sections especially Applicable 
to Wisconsin. Madison: University of Wisconsin. 1914. Pp. 1138. 
25 cents. 

[A doctoral thesis published in the Bulletin of the University of Wisconsin.] 


Miuuis (H. A.). The Japanese Problem in the United States. 
New York: Macmillan Company. 1915. Pp. xxi+334. 6s. 6d. 
net. 

[‘‘An investigation for the Commission on Relations with Japan appointed 
by the Federal Council of the Churches of Christ in America.’? To be 
reviewed. } 

Nearinec (Scott). Income: An Examination of the Returns 
for Services Rendered and from Property Owned in the United 
States. New York: Macmillan Company. 1915. Pp. xiv+2388. 
5s. 6d. net. 

[‘‘How is the value that is created apportioned among the laborers, the 
managers, and the capitalists?” To be reviewed.] 

WESTERFIELD (Ray Best). Middlemen in English Business, 
— between 1660 and 1670. New Haven, Conn.: Yale 

niversity Press. 1915. 


[From the 7’ransactions of the Connecticut Academy. To be reviewed.] 


French. 


J&zE (Gaston). Les Finances de Guerre de |’Angleterre. Paris: 
Giard et Briére. 1915. Pp. 248. Fr. 5. 


[A summary account, useful for foreign readers, of the public finance of 
this country during the first five months of war, with a backward glance at 
the finance of previous wars. The nature of a ‘‘ Vote of Credit’’ and of other 
similar mysteries is explained. The work is mainly based on official papers 
and on the speeches of the Chancellor of the Exchequer, from which there are 
numerous citations.] 


Le Roy (Y.). Les Syndicats d’émission. Paris. 1914. Fr. 10. 


Manon (M.). Histoire Financiére de la France depuis 1715. 
Tome I. 1715-1789. Paris. 1914. Fr. 12.50. 


Moret (Dr. Jacques). L’Emploi des Mathématiques en 
Economie Politique. Paris: Giard. 1915. Pp. 271. 


[The first part of this well-written treatise is devoted to justifying the 
use of mathematics in political economy. The second part deals with the 
history of the method under three heads: “(1) the ‘‘precursors,” including 
Von Thinen, Cournot, Dupuit, Mangoldt, along with obscurer names, 
Valeriani, and Fuoco; (2) the ‘founders,’ consisting of Gossen, Jevons, 
Marshall, and Walras; (3) the ‘‘leading mathematical economists ”—not all 
living. In the third part some main theorems are set forth with special refer- 
ence to the work of the aforesaid precursors and leaders. M. Moret seems 
to have indepéndently earned praise of the kind recently bestowed in this 
JournaL (March, 1915, p. 36), on M. Zadowski. The two writers may be com- 
pared in respect of persuasive moderation, extensive learning, intellectual 
sympathy capable of appreciating diverse systems. ] 


SiarAIn (G.). Les Banques suisses. Organisation, Capitaux, 
Coffre-forts, et Dépdéts, etc. Paris. 1914. Fr. 1.50. 


VACHER DE LapouGE (C.). Necker économiste. Paris. 1914. 
Pp. iv+316. Fr. 8. 
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German. 


AcauD (E.).  Grossbanken und Weltmarkt. Die wirtschaftliche 
und politische Bedeutung der Grossbanken im Weltmarkt unter 
Beriicksichtigung ihres Hinflusses auf Russlands Volkswirtschaft 
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